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Economic Changes in the Reign of 
George VI (1936-1952) 


REIGN OF King George VI was one of great economic changes. In 1936 
nation was struggling with a great unemployment problem: the situation 


v is one of insufficient labour to meet the increasing demands of industry. 


In general, there has been a rise in the output of most industries, with 
notable exception of coal. 

Both exports and imports have greatly increased, and the relative gap 
veen the two has shrunk considerably, but with the loss of our over- 
; investments, the adverse balance has become a great problem. 

[he population has risen, but it has also grown older. The demands 
it have been increased by the extension of the area of Government 


esponsibility and latterly by the need for rearmament. 


Similarly, Government expenditure has risen, and with it the income- 


tax rate, as the Government has taken on itself the financing of the aug- 


nted social services 


1936 195] 
copulation... re 47,099,000 50,210,000 
employed ... ~ 2.131.000 (Jan.) 342,700 (Dec.) 
il output... ~~ 228,430,000 tons. 222,122,600 tons. 
‘ctricity Generated 20,222m. kw. hours. 59,964m. kw. hours. 
tton yarn output ... 1,196m. Ibs. 1,077m. Ibs. 
‘yon output ne 139m. Ibs. 384m. Ibs. 
-Iron output _ 7,721,000 tons. 9,668,800 tons. 
sl output... ie 11,785,000 tons. 15,638,500 tons. 
\lotor-cars 
Passenger cars si 367,237 475,919 
Commercial vehicles 114,305 259,193 
id and dollar re- 
erves ma sad $3,444.7m. $2,335m. 
verseas trade— 
“xports a nis £441m. £2,.580m. 
imports ree wai £849m. £3.914m. 
ik Rate al 2% 24%. 
e of 24% Consols 854 (20/1/1936) 614 (6/2/1952) 
ce of 34% War 
oan iy ei 10515/,, (20/1/1936) 804 (6/2/1952) 
ome - tax standard 
ate ... "és “0s 4s. 9d. in £. 9s. 6d. in £. 
fence expenditure ... £186,100,000 (36/37). £1,113.762.000 (51/52). 
tal expenditure... £797,897,000 (36/37). £4,197,000,000 (51/52). 


From Financial Times, London, February 7, 1952 
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ECONOMIC SURVEY OF EUROPE IN 195] 


e 
Analysis of Dollar Problem 
fhe Economic Commission for Europe say that neither the Unit. 
Kingdom nor the United States foresaw the recent crisis; even wh 
it arrived, they did too little, too late 


THE BALANCE of payments history 
of Europe and of the United King- 
dom in particular during the past 
two years can be told largely in terms 
of the boom and collapse of the 
market for three raw materials pro- 
duced mainly outside Europe 
rubber, wool and tin. 

Receipts from the producing 
countries from exports of these three 
products to the United States and to 
western Europe, excluding the 
United Kingdom, totalled $1,500 
million more from mid-1950 to mid- 
1951 than the annual rate for the six 
months preceding Korea, and then 
fell in the third quarter of 1951 by 
the equivalent of $1,100 million per 
year. 

The following figures cover deliv- 
eries from all sources, among which 
the sterling area accounts for rough- 
ly three-quarters of the total for the 
three products combined: 

RUBBER, TIN ann WOOL RECEIPTS 
(S million) 
1950 195] 


Ist 2nd Ist 2nd 


halt half half halt 
From U.S 42& 660 99) TRO 
From W. Europe* 547 669 1167 823 


975 1329 2157 1609 


* Includes W. Germany, France. Italy, 
Belgium - Luxembourg. Switzerland. 
Sweden and Denmark. The figures for 
those countries are c.i.f., those for the 


LIS. are f.o.b. 


Neither personal consumption, 


which averaged only slightly higher 
than in 1950, nor current consump- 
tion cf raw materials accompanying 
the 4 per cent. rise in industrial out- 


put can be held responsible for 
great rise in the import volume 
is true that imports of some f 
stuffs from Continental Europe 
sharply, notably tinned hams, tr 
absence of consumer rationing 
these items and of import qu 
after trade liberalization in wes 
Europe. But the increase did 
compensate for the short-fall in f 


imports from other areas, espec! 


meat from Argentina. 


The big factor in the rise in 
ports was a very considerable 
stocking by private traders 
manufacturers in the United Kk 
dom. This is confirmed by 
direct statistics as are available 
of fifteen major import commodi 
stocks rose in twelve cases and 
clined in only three (cotton, 
and hides and skins). The re-st 
ing was facilitated by the lib 
ization of imports from the | 
area and the handing-over of 
ports of timber and some 
important commodities to pr 
traders. 


U.K.’s Special Difficulties 
Movements in primary prices 


as a two-edged sword in the cas 
the United Kingdom. When pr 


of raw materials and foodstuffs 
relatively high, they tend to wo 
the United Kingdom’s terms of t 


| 


and thus to lower its real inco 


but, owing to its currency relat 


ship with overseas sterling count 


t 


I 


the foreign exchange position of 


area aS a whole is benefited. 


From Economic Survey of Europe in 1951, Economic Commission for Euro; 
United Nations, Geneva, February 3, 1952 

















ANALYSIS OF DOLLAR PROBLEM 9] 


es of primary goods work in the 
site direction, favouring the 
is of trade and real income of 
United Kingdom but at the ex- 
Of lower foreign exchange 
ipts from the exports of Overseas 
ling countries. 
hese contrasting effects on real 
ome on the one hand and the 
‘ign exchange position on the 
er explain the anomaly — that, 
ther primary prices appear to 
high or appear to be low, serious 
cern is invariably expressed for 
consequences. Clearly, however, 
most unfavourable situation of 
s when, as during the past two 
rs, primary prices shoot upwards, 
ing money incomes and foreign 
hange receipts, followed by an 
ipt reversal of the price move- 
nt and a deterioration in the ex- 
nge position. Given the sudden- 
and violence of the changes 
ch have transpired in the brief 
ice Of twelve months. from the 
Idle of 1950 to the middle of 
1, it as little wonder that a foreign 
hange crisis has resulted. 


rists Not Foreseen 


The present crisis Could have been 
eseen and advance preparations 


ide to deal with it. The likelihood 


a fall in wool, rubber and tin 
ces was inherent in the very high 
cls to which they had soared. 
ere is little evidenc>, however. 


it the authorities in either the U.K. 


U.S.A. had begun to adjust their 
nking and policies to meet these 
ficulties. 

The absence of such an adjust- 
nt in the U.S.A. is apparent from 
contradictory nature of the poli- 
s pursued. The effort was made 
free international trade and pay- 
nts--and at the same time, the 
inge in stockpiling policy tended 
reverse the favourable develop- 


ment in other countries’ gold and 
dollar reserves, on which the hope 
of achieving long-run goals was 
based, 


On the side of the United King- 
dom, the lack of preparation for 
dealing with the consequences of the 
rise and fall in the prices of sterling 
area exports 1s indicated by the fact 
that it was not until November that 
the first tightening of restrictions on 
imports was imposed and then only 
with respect to the United King- 
doms purchases from other Euro- 
pean countries. Not until January 
1952 did the Finance Ministers from 
other members cf the sterling area 
meet in consultation, although, as 
seen above, the increase in imports 
of these countries had played a key 
part in the development of the crisis. 
Whatever curtailment may be agreed 
on dollar expenditures—under cir- 
cumstances where the reconciliation 
of divergent interests of the various 
members poses fundamental diff- 
culties—will scarcely be effective 
until some months later: that is. a 
full year or more after the great 
break in the prices of raw material 
exports had occurred. 


There are also grounds for concern 
that recent developments in the 
United States’ economy may tend to 
increase rather than diminish the 
difficulties experienced throughout 
the post-war period in evolving a 
more balanced pattern of inter- 
national trade and payments. The 
general trend under the present pro- 
gramme for strengthening national 
defence may very well be to make 
the United States a still more diffi- 
cult market for f-reign supplies 
while re-enforcing its production 
capacity and, after the claims of the 
armaments effort are met, its com- 
petitive strength to export to the 
rest of the world. 








92 ECONOMIC 
Devaluation Useless 

The recent widespread specula- 
tion against sterling witnesses, in- 
cidentally, an idée fixe in business 
circles, which appear to take for 
granted that balance-of-payments 
difficulties spell devaluation, even 
in a situation where, given existing 
rigidities in export availabilities and 
Import requirements, no relief for 
the payments position could con- 
celvably result from such a move. 


In the long run, some of the forces 
Which have produced the present 
crisis are likely to bring more or 
automatic adjustments which 
would at least ease the payments 
situation of the sterling area, the 
Survey explains. The sterling coun- 
tries’ demand for imports, which rose 
as the proceeds of their exports in- 
creased, is likely to fall off now that 
raw material prices have declined. 
The United States demand for 1m- 
ports, on the other hand, can hardly 
remain indefinitely at its present 
low level. Even in the unlikely 
event that rising defence expend- 
itures bring no upturn in industrial 
production, a higher volume of im- 
ports of material—though not, per- 
haps, of rubt will probably be 


less 


bber 


Cheap Sterling and 


THERE IS NO doubt about the sub- 
stantial use of “cheap” sterling in 
commodity trade, and the loss of 
dollars suffered by this country 
through “shunting.” For many 
months now the discount at which 
bilateral and transferable — sterling 
has been quoted in New York and 
elsewhere has made it profitable to 
use such means of payment to buy 
sterling commodities and to sell them 
to American importers for dollars. 


From Manchester Guardian, February 4, 
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needed in order to replenish 
ventories (quite apart from any 
sumption of the Government st 
piling programme). 

It is fair to recall that the 
and dollar reserves of Europe 
could not have been built up m 
more rapidly during the post. 
period without appearing to 
counter to the objectives and 
of the European Rec 
Programme. The aid given was 
tended to be used to build up 
production capacity and li 
standards of European count 
and the accumulation of so-ca 
“idle-reserves” was not. only 
encouraged, but even appears 
have been a major consideratio 
the suspension of further econo 
assistance to the United Kingd 
in late 1950. The inadequacy 
exchange reserves, accentuated 
the more than two-fold rise in 
general level of commodity pri 
in terms of gold from the pre- 
to the post-war period, while 
official price of gold has rema: 
constant, necessarily means t 
European countries are more 
posed to the storms that blow t 
was the case in earlier decades 


ICES 


Commodity Shunting 


This is, of course, a complex op: 
tion requiring skilful use of the lo 
holes in the British exchange cont 
and the facilities for transhipment 
goods on the continent. But 
trade is done all the same. 

To show how natural this lo 
hole game appears to players 
quote from a circular issued by o 
of the New York foreign exchan 
firms. Attached to a list of exchan 
rates for 28 different types of st 
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CHEAP STERLING 


varying from $2.33 to $2.60, 1s 
‘xplanation of how the various 
s of pound can be used for 
nmercial switches.” 


he writer states that merchants 
ying out such switches “are 
iniscent of the privateers and 


kade runners of earlier days, as 
are likely to be damned as 
ites by the foes and praised as 
riots by the friends. Until recently 
st. currency control agencies 
ght foreign switchers with fire 
| sword, while they were quite coy 
ut their own switchers. Lately. 
vever, most controls have begun 
idmit that switches are necessary 
loosen the rigidity of present-day 
itera] economics. It can be safely 
umed that switches and tran- 
pment operations will be with us 
il a general return to conver- 
lity will make them obsolete.” 


The question is whether sufficient 
ll and imagination are being 

ipplied in the attempt to suppress 
se practices. 

lriangular Trade 
This is not the first occasion on 
ich the authorities have tried to 
p shunting. After the auctions 
t September considerable  ship- 
nts of fur skins to France were 
id up while the authorities de- 
nded undertakings from the ex- 
rters that the skins would not be 


FOREIGN 


mvestMent m 


British 


Foreign Japan 


capital predominant, 
behind. 
interests, followed vy rubber, 
British firms include J. & P 


Dunlop Rubber. and Linen 


ment. 


INVESTMENT IN 


capital 
Oil dominates the groups in which foreign fi 


} ‘ 
leather, 


Thread (fish nets) 


{ND COMMODITY SHUNTING 93 


reshipped from France. Bona fide 
exporters could not give such an 
undertaking in regard to shipments 
over which they would lose control 
as soon as they reached France. 
The customs authorities later with- 
drew the demand and let the furs 
through. 

Strong action followed by retreat 
is admittedly a poor way to gain 
control of a market. The new 
method is held in the trade to be 
littke more effective. Exporters are 
expected to provide a certificate by 
the Customs authorities of the im- 
porting country showing that the 
goods are admitted for home con- 
sumption. If such a document can 
be obtained it will only be made out 
after the consignment has got out of 
the control of the exporter. It is 
feared, therefore, that insistence on 
such evidence may interfere with 
proper trade without preventing tran- 
shipment. 

So long as the supply of sterling 
is larger than the demand for it the 
practice cannot be stopped alto- 
gether. But the best results might 
well be obtained by securing the 
active co-operation of the trade con- 
cerned, as has been done in the case 
of diamonds, where the Association 
of American Diamond Manufac- 
turers and Importers has _ turned 
sharply against evasions of the 
official exchange market 


JAPAN 


proceeding rapidly with American 


good second. and the rest well 


rms own controlling 
real estate. chemicals and equip- 
etc.) Shell Oil. 


Japan’s need for develop- 


oats (sewing thread, 


ment capital has been recognised in an amendment of the Foreign Invest 


ment Law, 


Financial Times, I 


ONGON, 


which since the occupation has discouraged outside interests 


January 7, 1952 











Conditions for Sterling Convertibility 


By PiR 


GREAT BRITAIN has neither the rich 
natural resources and the wide 
domestic market of the United States, 
nor the well-balanced economy of 
France, nor the hard-working popu- 
lation of Germany; but with its fine 
geographical position it has been the 
trader and banker of the world. In 
contact with every land under the 
sun and able to obtain raw mater- 
lals from most diverse sources, it 
developed a large variety of indus- 
tries ready to serve the needs of 
people in all corners of the world. 
These industries needed the indica- 
tion provided by free markets in 
order to know what they could best 
sell and therefore should produce: 
thus, from a production point of 
view also, convertibility was of 
importance. 

Great dependence on foreign trade 
has made the British economy sens- 
itive to the effects of troubles in 
other countries, but it may be won- 
dered where Great Britain could find 
inother source of peculiar strength 
if it lost its position as trader and 
banker of the world. There can, 
however, be litthe doubt that a pro- 
longed period of inconvertibility of 
sterling might expose that position to 
dangers which it would be difficult 
to confront. The British people are 
again becoming aware of the loss 
they might suffer if they did not 
manage to inspire sufficient confid- 
ence in their currency for sterling to 
go on serving as a leading inter- 
national currency. 

Unavoidable Dangers 

Under a system of non-convertible 

currencies (even if these are backed 


F rom 


“Convertibility and the Strength of Nations.” 
Quarterly Review, January 1952 


J ACOBSSON 


up by most effective controls) t! 
ure a number of dangers wh 
would seem to be well-nigh 
avoidable 

(1) In the first place, it 1s to be mn 
that, behind the “protects 
afforded by control, costs 
prices tend to rise: at the pre 
time some important forest p1 
ucts (in particular pulp 
paper) are fetching 40 to SO 
cent. more In Europe than 
prices quoted for the same p! 
ucts in the United States. 

(11) Already the compulsion to 
elsewhere than in the cheay 
markets, which is so often inh 
ent In a system of restrict 
is tending to reduce the comy 
itive power of the countries \ 
exchange control. 

(1) There are. moreover, reasons 
doubting that European curt 
cies can continue to be keysto: 
of large monetary areas sucl 
the sterling area, the French 
Belgian-franc areas, if they « 
tinue to be subject to a rég 
of exchange restrictions. 

But the question ts how to 
rid of controls and return 
convertibility. 

(1) The first requirement is genu 
internal equilibrium in the cor 


try which is endeavouring to | 
As lo 


establish convertibility. 
as a country 1s spending more 
consumption — and 


resources of domestic origin, 
cannot help running up a defi 


in its balance of payments. ¢ 


the other hand, experience sho 


Skandinaviska Banken, 


investme 
than is warranted by its curre 
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CONDITIONS FOR STERLING CONVERTIBILITY 95 


that, if internal stability is 
reached, most of the difficult 
problems in the balance of pay- 
ments disappear automatically, 
especially in a period of strong 
demand on the world markets. 
lt will, in particular, be found 
that increased imports are apt 
to lead to increased exports, 
since the additional goods from 
abroad will absorb a part of the 
available purchasing power and 
will thus release a larger share 
of goods for outside the country. 
lt will hardly be possible, how- 
ever, to bring all the conditions 
for convertibility into being at 
one stroke; and, therefore, the 
countries will very likely resort 
to a gradual process under which 
they would begin to lift import 
restrictions On goods and services 
in order to get trade moving 
more freely. This would auto- 
matically lead to a relaxation in 
exchange restrictions, for free- 
dom of imports presupposes a 
corresponding freedom of pay- 
ments. 

i) At the very beginning of a 
liberalisation pgriod, however, 
deficits may arise in the balance 
of payments (as was the case, for 
instance, in the Netherlands and 
Germany) and it was largely in 
view of such contingencies, likely 
to ensue from the liberalisation 
of trade, that the European Pay- 
ments Union was set up to pro- 
vide additional resources as 
part of the foreign aid available 
in case of need. 

larshall Aid 
As far as relations with the dol- 

r area are concerned, it was per- 

ips natural that the first objective 

f Marshall aid was to help to pay 

9 dollar imports and to use coun- 

srpart funds to increase the volume 

f production. But—considering the 


relatively slender reserves of most 
European countries—it would be a 
good thing if a substantial part of 
the remaining Marshall aid, and of 
such other assistance as may be 
forthcoming, were earmarked for 
the purpose of strengthening mone- 
tary reserves rather than devoted to 
particular industrial projects (such 
as the building of another factory 
or another power station). For the 
countries themselves would be able 
to carry out these projects gradually 
by means of the funds which would 
be supplied by the annual flow of 
savings, once confidence in their 
currency is restored 

It may be pointed out that Bel- 
gium and Italy, two countries with 
a persistent surplus in the European 
Payments Union, have recently freed 
their imports from other countries 
in the Union from all control; and 
Germany is on the point of restoring 
the liberalisation of trade on private 
account at the. rate of 50 to 60 per 
cent. 

The increased tension in_ the 
foreign exchange position of Great 
Britain and France is largely an 
effect of the rearmament pro- 
grammes, which clearly cannot be 
carried out without a retrenchment 
in other lines of expenditure. The 
heavy deficits which suddenly 
appeared in their balances are, how- 
ever, only partly due to an increased 
adverse balance of trade: prepay- 
ment of imports and the tardy 
arrival of payments for exports, as 
well as other movements of funds, 
accounts for perhaps as much as one- 
half of the deficits incurred in some 
recent months. The fact that pre- 
payments have been made will very 
likely bring some relief in coming 
months, but only if in the meantime 
confidence in the currencies has been 
restored by the taking of steps to 
remedy the fundamental position. 


* 
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Internal Balance 
Ihe only really effective steps are 
those designed to bring about a 


higher degree of internal equili- 
brium. To that end a number of 


different measures will be required, 
including retrenchment of budget 
expenditure, curtailment in some 
cases of civilian investment and the 
restoration, generally, of a_ better 
balance between the volume of 
money and the supply of goods and 
services. 

But it will necessarily take some 
months to get measures in these 
spheres adopted and put into effect. 
and it 1s therefore in the field of 
short-term credit that the more 
immediate action has primarily to be 
taken—including an increase in 
interest rates. Both the Bank of 
England and the Bank of France 
have raised their official discount 
rates, with due adjustments in other 
market rates. 

But it has to be considered 
whether the increases thus made are 
likely to prove sufficient. These 
measures of monetary policy have to 
be followed up by the attainment of 
genuine budget equilibrium at a 
level which does not put too great a 
strain on the economy. 

It may be impossible to restore 
sufficient balance by an increase in 
output together with a contraction 
in the means of payment, and then 
recourse must generally be had to 
price increases as well—especially as 
regards such goods and services as 
have been kept artificially cheap. 

It is only if serious steps are being 
taken to restore internal equilibrium 
that there is any use in granting 
additional aid for the purpose of 
strengthening monetary reserves; for 
such aid must not be dissipated. 
Convertible £ Welcome 


As far as the pound sterling is 
concerned, a return to convertibility 
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would mean a very great step 
wards improving the world’s 
rency condition and one w 
would be greeted with gen 
satisfacuon by the countries on 
continent of Europe. For it w 
then be possible to discard ot 
more artificial devices which ar 
a satisfactory substitute for su 
clearing centre as the Lo 
market could become on the f 
of a convertible currency. 
Perhaps it is too much to | 
that, at a time when so great 
effort is going into rearmament, 
strength and resources will be fo 
for a rehabilitation of curren 
But rearmament differs inn 
respects from war and, not ke 
because the former may be ach 
side by side with an intensifica 
of world trade, since there ! 
destruction of shipping to hi 
such a development and there 1s 
general, a strong commercial 
mand conducive to an increas« 
the volume of foreign trade. 
With international trade on the 
crease, it 1s not less but even m 
important than before to conti 
working towards currency cony 
ibility; and this is especially 
case for western Europe, which ¢ 
not live 
tions, dependent as it is on obt: 
ing raw materials and foodst 
through trade with other contine: 
And for the whole western wor 
in which the United States is | 
strongest economic partner, it wo 
be more unfortunate if the pres 
state of division into several mor 
tary areas were perpetuated. It 
not only that such a division 


cause friction of many kinds; the: 


is perhaps the additional dang 


that those currencies which are no: 


convertible will fail to find 
natural equilibrium and will ther 
fore, be driven to more or le 
desperate measures. 


under closed-area cond 
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How to Finance War 


By E. A. 


formerly Director, Research and 


FICITS ARISING from war or large 
le military outlays are unavoid- 
le government outlays. The 
intry’s economic machine at such 
ies Is likely to work at capacity 
1 its labeur force to be fully em- 
ved. In fact, the economy is 
ely to be under pressure to in- 
‘ase the normal output by more 
f plant and by calling 
o the labour force many persons 

rdinarily a part of it. More- 
‘r. these expenditures cannot be 
sulated with reference to the 
siness cvcle: they arise from forces 
yvond the control of fiscal or mone- 


authorities. 


SAsive use 


Such deficits should be met as far 
possible from taxation, so as to 
duce the public demand for goods 
d transfer the abstracted buying 
wer to the government. Creation 
additional buying power at such 
time cannot increase output and 
result cnly in a rise in prices 

i¢ Classical formula for inflation. 

The problem is hew to raise the 
eeded funds with the least infla- 
onary results. and in ways that 
isrupt the economy as little as 
ossible: also to bequeath to the 
ture a minimum of maladjustment 
nd market problems. 

The following course of action 
vould seem best to serve the public 
nterest: 

|. Raise as much as possible by 
apping current income, 1.e., con- 
luct bond-selling campaigns aimed 
it money otherwise likely to be 
pent for current consumption. 
Tapping existing savings would not 


From “American Monetary Policy,” 


McGraw-Hill Publishing Co., 


GOLDENWEISER 


Statistics, Federal Reserve Board) 


be so effective. Since dollars cannot 

be distinguished, some of the money 

will inevitably be from idle hoards 

Compulsory distribution of bonds 

might become necessary; provision 

can be made for earlier redemption 
! 


' re ae | 
in case of hardship 


2. In so far as taxation and bor- 
rowing aimed at current income 


fail, there would be no escape from 


meeting the remainder by the crea- 
tion of money. This results in a 
large growth of government security 


holdings by the banks, with un- 


desirable post-war consequences 
This being so. it would seem best to 


create the required amount by 
direct borrowing from the Federal 
Reserve at a nominal rate. or no 
ll. The money so created 

constitute a direct addi- 
tion to the existing volume of money 
and bank reserves: but provision 


should be made for dollar-for-dollar 


rate al a 
would stil 


| 


reocer > Tr ° nt r) » ¥ } 
reserve requirement { ne Yvrowtn 
fF danncit Fe yy ven date. The 
Wa UC} ISLS AlCl] « LIVE? Gate Lic 
inflationary efiects would be muiti- 
vated by the nerease In the 


country’s need for cash and bank 
balances that results from larger 
turnover of money and transfers of 
labour. Pocket money and working 
balances 
such times. 


increase substantially at 
Escalator reserve provisions would 
ensure that the inflationary effects 
of borrowing from the Federal Re- 
serve need be no greater than those 
caused by borrowing from the com- 
mercial banks. Nor would it leave 
behind a serious handicap for post- 
war monetary management. 
by E. A. Goldenweiser, 
London, 25s. 6d. 
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Unorthodox Proposal 

This proposal is unorthodox, and 
arouses suspicion from people who 
remember vividly the disastrous re- 
sults in other countries which have 
followed uncontrolled borrowing by 
the government from the central 
bank. 


Actually the proposal would not 
give the Treasury the power to force 
inflationary policies on the Federal 
Reserve, nor would it infringe the 
Reserve’s power to carry out any 
policy it thought fit. 

But if it would lead to misunder- 
standing and apprehensions, it might 
be wiser to pursue a more conven- 
tional course and borrow on. short 
term from the commercial banks. 
This would, to be sure, cost the 
Treasury more in interest, but this 
might be viewed as the price of not 
arousing opposition, In any case, 
money creation should be under- 
taken only as a last resort to bridge 
the gap between military needs and 
the funds raised by vigorous systems 
of taxes and savings campaigns. 
even 
taxation, 


No method, however, not 
complete coverage by 


would accomplish elimination of 
flationary impacts. Some of the 
creased taxes would be paid out 
capital, or out of idle savings, 
this activation of inactive mor 
would be inflationary. Full cover: 
by taxation of the cost of total \ 
is inconceivable, at least in a fr 
enterprise economy. 

The proposal above has the er 
merit of avoiding an unmanagea 
volume of marketable public de 
such as has plagued monetary au 
orities since 1945. Public holdi: 
of war bonds would be redeema 
and renewable at staggered da 
after the war, while the Federal R 
serve or commercial-bank held dc 
should be redeemed as fast as p 
ible. 

No device could climinate t 
damaging effect of war on the mor 
tary system. War is inherently 
structive of institutions as well 
of lives and property. Moneta: 
authorities have as much incenti 
to hope and work for peace as pe 
sons engaged in other spheres 
activity. But the proposed tec 
niques might reduce the finance 
hazards of war and its aftermath 





U.S.A. Faces Up to Rearmament 


By President HARRY S, TRUMAN 


ECONOMIC conditions in the country 
are good. There are 61,000,000 
people on the job; wages, farm in- 
comes, and business profits are at 
high levels. Total production of 
goods and services in our country 
has increased 8 per cent. over the 
last year—about twice the normal 
rate of growth. 

We are increasing our basic cap- 
acity to produce. For example, we 
are now in the second year of a three 
year programme which will double 


our output of aluminium, increa 
our electric power supply by 40 px 
cent., and increase our Steel-maki 
capacity by 15 per cent. We ca 
then produce 120,000,000 tons o 
steel a year, as much as the rest « 
the world put together. 
Comparing the year 1947 with th 
vear 1950, before our economy wa 
greatly affected by the new defenc: 
programme, — civilian 
rose from 58 million to 60 million 
Unemployment during those year 


From State of the Union Message to Congress, January 9, 1952 
and Economic Report, January 16, 1952 


employmen! 
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eraged about 2,700,000, which 
s low by previous peacetime 
ndards. Our total annual output, 
asured in uniform (1951) prices, 
sc from about $270,000 million 
about $300,000 million. 
Chis growth in our economy ac- 
lerated rapidly after the Korean 
tbreak. In the year and a half 
ice then, our annua] rate of total 
itput, in terms of 1951 prices, has 
en by about $30,000 million, or 
) per cent., to $330,000 million. By 
end of 1951, civilian employ- 
ent mounted to about 61,000,000, 
id unemployment was about 
700,000. 
Thus, comparing 1947 with the 
irrent situation, the annual output 
’ the economy, in constant prices 
is risen by about $60,000 million. 
otal civilian employment is now 
bout 3 million higher than 4 years 
20. 


Defence 

Since the Korean outbreak, the 
ize of our armed forces has more 
than doubled; deliveries of military 
oods, including military construc- 
ion, have totalled $20,000 million. 
Nearly 5,500,000 workers are now 


‘ngaged directly or indirectly in 
efence production. Government 
utlays for the major national 


security programmes—the military 
ervices, atomic energy, stockpiling, 
nilitary and economic aid abroad, 
Defence Production Act pro- 
srammes, civil defence, and mer- 
chant marine activities — have in- 
‘reased from an annual rate of 
$17,000 million to about $45,000 
nillion. 

While increasing these major 
security programmes, we have also 
veen rapidly building up our pro- 
ductive economic strength. Since 
the Korean outbreak, private in- 
vestment in producers’ equipment 
and non-residential construction has 


averaged $37,000 million a year, 
compared with $32,000 million rate 
from 1947 up to the middle of 1950, 
$14,000 million in 1939, and 
$22,000 million in 1929, all meas- 
ured at the 1951 price level. In 1951, 
steelmaking capacity increased 4 per 
cpnt. and electric power capacity 
10 per cent., and the year’s steel 
output of 105 million tons exceeded 
the previous record by 9 per cent. 
Aluminium output at present is 
running 17 per cent. higher than 
during the middle of 1950.  Ad- 
ditions to farm equipment and 
larger use of fertilizers have made 
it possible to set a realistic 1952 
agricultural production goal above 
any previous year’s output, and 
almost SO per cent. higher than the 
nation’s average farm production in 
the years before World War II. 


Private Investment 

The demand for vital business. 
expansion means that many non- 
essential forms of private invest- 
ment must be deferred. The total 
of private investment in construction 
and producers’ equipment, which 
was Close to $50,000 millicn in 1951, 
should be held in the neighbour- 
hood of $42,000 million and $44,000 
million in 1952. The holding back 
of some less essential investment 
will be helpful immediately by re- 
ducing inflationary pressures; and 
helpful in the long run by creating 
backlogs of opportunity for invest- 
ment when the security programme 
levels off. ) 

The American consumer will also 
have to relinquish some of the en- 
joyments which would be possible if 
the cost of. security were not so 
high. The over-all level of con- 
sumer supplies, particularly food 
and clothing, should remain at least 
as high as last year. Such items as 
food and clothing do not compete 
sharply with the defence programme 
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or with the industrial build-up. But 
housing starts, which were 1,400,000 
in 1950 and about 1,100,000 in 1951, 
will have to be reduced to 850,000 
units or less. To reach even this 
number will require substantial 
economies in the use of scarce 
materials 

Less than 4,000,000 new pass- 
enger cars will be made, compared 
with 5,300,000 last year. House- 
hold appliances, radios, and_ tele- 
vision sets must also be cut back 
from recent levels. Current produc- 
tion of most metal-using durables 
wil] be below the level of the 1947- 
49 period. But, with very high 
existing stocks of these durables in 
the hands of consumers, supplies 
will be ample to meet all needs. 


Personal Savings 

The exceptionally high rate of 
personal saving in the U.S.A. has 
not been due to any general lack of 
goods available to consumers. Even 
n the case of automobiles and 
major household appliances, no 
market pressure has been noticed 
since the first quarter of 1951. Tex- 
tiles and some other types of soft 
goods have been produced at a rate 
well below capacity, not on account 
of any shortage of labour or mater- 
ails, but because consumer demand 
as fallen off in many lines. Manu- 
facturers and retailers have been 
struggling with overlarge inventor- 
ies, Which in many cases have not 
yet been brought down to the levels 
they desire. 

It is impossible to foresee how 
long this extraordinarily high level 
of personal saving will continue. It 
Is not even certain that it may not 
be raised. But national economic 
policy may safely be based upon 
these assumptions: the security pro- 
gramme will bring an increase in 
personal incomes and enlarge the 
potential market demand of con- 
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sumers; the longer consumers e! 
to save rather than to buy goo 
the larger will become the accun 
lated fund of liquid assets; and 

fund of liquid assets, when coup! 
with the higher current income 
consumers, will add greatly to t! 
potential consumer demand, a 
may increasingly tend to t 
potential demand into abnorma 
active buying. 

Breaking the Buyers’ Strike 

This is a precarious situation, a 
any day some combination of eve 
could cause consumers to reve 
the prudent attitude of rece) 
months. It is essential that we ma 
tain and perfect the policies wh 
will effectively curb Such an infil 
ionary outburst. 

The effective policies open to 
for use if private demands beg 
again to expand rapidly, are th 
Which enlarge cutput, those whi 
limit the size of demand itself, a: 
those which prevent surging demai 
from causing price increases. Sin 
consumer output cannot be | 
creased very much because labo 
and materials must be diverted 
defence-related production, prima 
reliance must be upon those me 
ures Which limit demand or restra 
its effect upon prices. Taxation, | 
a very direct process, reduces di! 
posable income. <An_ increase 
voluntary saving reduces spendin 
Restrictive credit policy limits tl 
expansion of business and consum 
buying, Allocation and limitati 
orders prevent businessmen fro! 
piling up inventories again, an 
rom stepping up their investme! 
plans in an effort to exploit th 


larger markets they envisage whe! 


there is a great market boom. Pric 


and wage controls are directed bot! 
to restraining income increases, an 


to holding the price line against un 
avoidable increases in demand 
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Social Services 
have set up an impartial com- 
sion to make a thorough study 
how to bring the cost of modern 
edical care within the reach of all 


ir people. Something must be 
ne-—-and be done soon. 

This year, we ought to make a 
imber of urgently needed improve- 
‘nts in our social security law. 
nefits under old age and survivors 
surance should be raised $5 a 
nth above the present aver- 
e of $42. The states should be 
ven special aid to help them in- 
ease public assistance payments. 


LOOKING AHEAD— 


The business community is con- 
‘rned about the probable excess 
ipacity that will appear after de- 
nce needs are largely met. Ad- 
istments will have to be made, but 

must be remembered that after 
Vorld War II the annual level of 
ublic outlays fell by over $60 
nillion, yet the post-war years 
howed new high levels of produc- 
on and employment. This was no 
loubt due to the backlog of demand, 
ut much of the rise in the standard 
f living was in many services where 
here obviously was no backlog— 
igh demand for durables has 
yeen due not to backlogs, but 


From Report to the President 


Washington, 


Although rent controls cover only 
a part of the total rental housing in 
the country, they are of great im- 
portance in stabilising rents in many 
major industrial areas, and should 
be continued. Vigorous use is being 
made of the authority provided last 
July by the Congress to reinstitute 
rent controls, where necessary, in 
critical defence housing areas, in- 
cluding areas around military posts. 
Thus far, full rent control has been, 
or is about to be, reimposed in 96 
of these areas, and will be reimposed 
in Other areas as needed. 


rather to the fact that people always 
have a wide range of unfulfilled 
desires which they will try to satisfy 
as soon as the incomes and produc- 
tion of the nation rise sufficiently. 
The better the current job is done, 
the more assurance the economic 
community will have about the 
future. Insofar as industrial dis- 
location is held to a minimum under 
the current programme, industry 
and labour will share the confidence 
that greater dislocation can be 
avoided in later years by the same 


application of prudent, consistent 
and timely policies as the need 
arises. 


Council of Economic Advisers, 
January 1952 





ECONOMIC RESEARCH COUNCIL MEETINGS 
Wednesday, April 2, at 8 o'clock: Miss May O’Conor. Chairman of 


the Isle of Wight Education Committee. on 
(Postponed from February 6). 
7, at 8 o'clock: 


Education.” 
Wednesday, May 
(subject to be announced). 


“Value for Money in 


The Rt. Hon. Hugh Gaitskell. M.P 





who 


intention to the Secretary 


All meetings take place at 55 Park Lane, London, W.1. Non-members 
wish to be present are very welcome—if they kindly notify their 
Economic Research Council, 18 South Street. 


London, W.1. (GRO. 4581). 
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EXPERTS STUDY VITAL 





QUESTION: 


After Rearmament — Recession ? 


“BEYOND THE present problems of 
inflation and shortage lies the possi- 
bility of a post-rearmament recess- 
10n, particularly in the United States, 
No one can say how long the re- 
armament programme will continue, 
or how it may expand or contract. 
But any substantial or sudden cut- 
back in rearmament would clearly 
involve a serious risk of recession, 
and even a levelling off of the pro- 
gramme would mean a drop in the 
secondary defence demands for 
inventories, plant and equipment. 
fo consider and provide against 
this impact in advance is a small 
insurance premium to pay com- 
parison with the national and inter- 
national Which are in 


leopards 


interests 


With these arguments, the authors 
of the new United Nations report 
justify the timeliness of their study. 
The new Report is a sequel to an 


earlier U.N. study National and 
International Measures for Full 
Employment (December 1949) (See 


Economic Digest, March 1950, page 
130), whose proposals did not com- 
mend themselves to the member 
Governments of the United Nations 
and to the World Bank and I.M.F. 
The Secretary-General of the United 
Nations therefore invited a new 
group of experts to formulate “alter- 
native practical ways” of reducing 
the international impact of 
recessions. 

The present group of experts con- 
sists of Professor J. W. Angell 
(U.S.A.) as chairman, Mr. G. D. A 
MacDougall (now adviser to Lord 


From “Measures for 


International Economic 
January 


Cherwell), Mr. J. Marquez (Mexi 
Alternative Director of the I.M.J 
Hla Myint (Lecturer in Colon 
Economics at Oxford, forme: 
Rangoon) and Professor T, W. Sw 
(Australia). Accepting the gener 
analysis of the earlier Report, th. 
experts do not engage in the 
etical discussions: they follow 
“alternative approach by suggest 
policies which would help to 
prove international stability 
rather than to draw up blue pri 
for rigid and automatic stabilis 
tion devices.” 

If a future recession of the s: 
and duration of that of the 193i 
had to be contemplated, they wou 
be unable to suggest measures whi 
would make much difference to 
international impact and whi 
might at the same time be regard 
as practicable or acceptable. Th 
have assumed, however—and th 
believe this to be the realistic pro 
pect—that every large industri: 
country will honestly and activel 
seek to keep unemployment withi 
limits which are consistent with th: 
national and international under 
takings which it has given. 

In future the real danger to th 
economic stability of the rest of th 
world lies in recessions originatin 
in the United States: partly becaus 
of the dominant position of the 
United States in international trade 
and payments, and partly becaus: 
of the institutional and econom« 
factors which make the Unites 
States economy more liable to 
internal fluctuations in 


Stability,” United Nations Report 


1952, H.M.S.O. (35) 


effective 





1anc 
er i 
[her 
++ 
the | 
leas! 
18, 

ned | 
andi: 
\lar- 
sim1 
jucti 
st of 
as n 
ired 
me 

ilitar 
The 
ted 

tern 
ents: 
ipita 
Serv 


atern 


Agi 
The 
ethe 

im 
1 the 


nrima 


tail 
1rou 
itiol 
“Pi 
Sar 
ema 
cing 
OO 
oul 
le S$ 
hort 
lem< 
vhetr 
ard 
bye 
ear 
Viuc 
ont 
vast 


n f 














AFTER REARMAMENT- 


and than are the economies of 
er important trading nations. 
(here is, therefore, still the pros- 
‘t that year-to-year fluctuations 
the United States may still occur 
least on the scale of 1937 and 
38, when total employment de- 
ned by 4 per cent., and U.S. mer- 
indise imports dropped in annual 
\lar value by 36 per cent. To-day 
similar recession would mean a 
luction of dollar receipts by the 
st of the world (over two years) 
as much as $10,000 million, com- 
ired with recent annual receipts of 
me $20,000 million § (including 
ilitary aid), 
Che “alternative approach” is dir- 
ted towards three problems: (a) 
ternational commodity agree- 
ents; (b) the international flow of 
ipital; (c) international monetary 
serves. 
International Commodity 
Agreements 
There is no other “practicable 
ethod of reducing the internation- 
impact of short-run fluctuations 
| the prices and terms of trade of 
nrimary products than a direct and 
ctailed attack on the problem 
rough the negctiation of inter- 
itional commodity agreements. 
“Price changes are certainly nec- 
sary to balance supply with 
emand by encouraging or discour- 
ging consumption or production. 
oo rigid stabilization of prices 
ould prevent economy in use and 
ie stimulation of prices in times of 
hortage, and the stimulation of 
lemand and contraction of output 
vhen there is a surplus. But it is 
iard to believe that to achieve these 
‘bjects, price fluctuations need be 
early so great as they are in fact. 
Much smaller changes would. on the 
ontrary, obviate unnecessary and 
vasteful fluctuations in investment 
n primary production and in the 
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use of primary products, There can 
be litthe doubt that they would, on 
balance, be better for all con- 
cerned.” 

“Any schemes under which in- 
dustrial countries continue to buy 
steadily from under-developed coun- 
tries at times when private demand 
declines temporarily are much mere 
satisfactory for both parties than 
financial grants or loans to avoid a 
breakdown. 

The main types of possible ar- 
rangements are: (a) long-term agree- 
ments on quantity and price, either 
bilateral or multilateral; (b) alloca- 
tion of maximum production or 
export quotas to exporting countries; 
(c) allocation of maximum import 
quotas to importing countries; (d) 
fixing of minimum or maximum 
prices; (e) buffer stock schemes. 

The objective should be merely 
to reduce fluctuations around the 
long-term trend. Present emergency 


import allocation schemes, which 
help to prevent excessive prices, 
should be supplemented by some 


guarantee by importing countries of 
minimum prices in the future. 
Schemes should be avoided which 
involve action only by exporting 
governments acting together or by 
importing governments acting to- 
gether. The International Bank for 
Reconstruction and Development 
might indicate that it is willing in 
principle to consider participating 
in the financing of commodity ar- 
rangements that involve _ buffer 
stocks. 

No new international agency to 
administer a comprehensive scheme 
for a range of different commodities 
is believed necessary or practicable, 
The arrangements needed differ 
from ccinmodity to commodity, and 
must be worked out and put into 
effect by the countries mainly con- 
cerned in each case. 
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Commodity arrangements cannot, 
however, completely solve the prob- 
lem of stabiltty in) world trade. 
Even if it were possible to make ar- 
rangemenis for the twenty-five most 
important primary commodities (by 
value) in world trade, this would 
cover only one-third of the total. 
In practice, it is most unlikely that 
agreements could be made within a 
reasonable period for so large a 
number of commodities, and many 


of those covered might be of com- 


: | 1 : . " 
paraltve) Urivial Mmportanee dV 
yvalue—though possibly .important 
for strategic or other reasons. Never- 


theless. it might be possible, by con- 
centrating on a small number of 
Important commodities subject to 
the most violent fluctuations, to 
make a very substantial contribu- 
tion to. stability \ stabilization 
scheme for one commodity will 
normally increase the stability of 
others for which it can be substit- 
uted either in consumption or in 
production, and the greater stability 
of producers” incomes in one field 
will help to stabilize demand for the 
manufactures and other products 
that they buy 

International Flow of Capital 

Rigid stabilization of the total 
flow of long-term capital from each 
‘ountry does not seem practicable 
yr even desirable. On the other 
hand, it is important that countries 
should be able to maintain steady 
development programmes, and this 
objective cannot be considered sep- 
arately from fluctuations in inter- 
national receipts and payments on 
Current account. 

The International Bank for Re- 
Construction and Develop- 
ment should be prepared, in the 
event of recession, to expand greatly 
the flow of its lending. In this way, 
it may help in part to offset fluc- 
tuations in private international 
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investment but--more importan 
lt may prevent the sharp setback 
development, especially int 
underdeveloped countries — whi 
would otherwise be caused by a dt 
In export proceeds. The total fore 
debt burden assumed by any cou 
try over a period of years sho 
not go beyond some limit wh 
must be determined with regard 


th, Qty 1 ! 


fits developm 
prospects.  B 
within this limit countries should 
able to rely on a larger flow of ¢ 
| from the Bank in bad tin 
than in good. 
Consideration 
increasing the 
Bank's capital 
available for 


and its economic 


should be 
proportion of 
which. 1s actua 


making loans, 


creasing the total capital itself, a 
setting up arrangements und 
vhich governments or central] bar 


: ] caleba’ i | en : 
could purchase the Bank’s secu 


ities if the need arose. 


International Monetary Reserves 
Existing reserves are not in ge 
eral adequate. The total reserves 
countries other than the Unit 
States are now much_= smaller 
relation to trade than they we 
before the war. Their total gold a1 
official dollar holdings at mid-19° 
were only one-fifth higher than the 
were 1n 1937, But their total in 
ports, measured in dollars, hav 
recently been running at an annu: 
rate more than two and one-hal 
times as great as in 1937, largely th 
result of the rise in prices. The 
imports from the United States hav 
been nearly five times as grea 
Their reserves can thus serve as 
buffer only against much = smalle 
proportionate fluctuations in. trad« 
There has also been a heavy in 


crease in holdings of sterling, bu 
a large part is not freely usable o 
convertuble and cannot be include: 
in free reserves. The recovery o 
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AFTER REARMAMENI 


d and dollar reserves outside the 
iited States between 1949 and mid- 
51 has likewise been substantial, 

has been accompanied by a 
ilar rise in the dollar value of 
1c. 
he International Monetary Fund 
vides a comparatively — trivial 
pplement to national reserves, 
suming no waiver of the rule 
niting members’ annual purchases 
foregn currencies to 25 per cent. 
their quota. On an average, this 


: 


presents a mere two-and-one- 
If per cent. of members’ annual 
ports Ihe Fund’s holdings of 
ld and dollars ($2,800 million) 


uld, moreover, soon be exhausted 

trying to offset more than minor 

ictuations 

“One method would be to raise 
ie price of gold uniformly in terms 

all currencies, as provided for in 

e Articles of Agreement of the 

und. Measured in dollars, the 

ficial price of gold is no higher 
1an before the war, while prices in 
ternational trade have doubled 
(he effectiveness of a given gold re- 
erve as a buffer against trade fluc- 
lations has been halved. Increases 
f 25, 50 or 100 per cent. in the gold 
rice would raise the reserves of 
ountries other than the United 
States by some 3,000, 6,000 or 
12.000 million dollars.” 

One of the agreed purposes of the 
International Monetary Fund is “to 
tive confidence to members by mak- 
ing the Fund’s resources available 
to them under adequate safeguards, 
thus providing them with oppor- 
tunity to correct maladjustments in 
their balances of payments without 
resorting to measures destructive of 
national or international prosperity.” 
We believe that the Fund is a work- 
able instrument which can go a long 
way towards fulfilling this purpose. 

In the event of a recession the 


-RECESSION: LOS 


Fund should be prepared to waive 
freely the rule which limits annual 
drawings to 25 per cent. of a mem- 
ber’s quota. It should offer prompily 
to help overcome the temporary dith- 
culties of its members, even though 
their practices normally 
be regarded as out of keeping with 
its long-run objectives, where refusal 
of drawings would force tighter im- 
port restrictions or unemployment 
and so defeat the Fund’s 

A major recession—for example, 


one approaching the severity of the 


might 


purposes 


United States recession in 1937 and 
1938—would quickly exhaust ihe 
Fund’s present holdings of gold and 
dollars. For this reason, there is a 


case for increasing the total of the 
Fund’s subscripiions, the real value 
of which has been greatly diminished 
yy the rise in prices 

The practical difficulties in the 
way of securing a prompt and suffi- 
cient increase in the Fund’s re- 
sources by this means, however, may 
make it necessary to rely on the 
Fund’s borrowing from the country 
experiencing the major recession. 
That country might well take a 
liberal view of lending its currency 
to the Fund as a means of prevent- 
ing unemployment in its export in- 
dustries, of reducing the need for 
other countries to take new discri- 
minatory measures against its ex- 
ports, and of giving effect to the 
spirit of its international full em- 
ployment commitments 


Under-developed Countries 

“In the long run, the major dis- 
paritics in income and living stan- 
dards between different countries can 
be accounted for by disparities in 
the availability per person of capital 
equipment, natural resources and 
skills. These disparities can be re- 
duced only by the process of 
development itself. The pursuit of 
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higher standards of productivity is 
likely to be more rewarding than a 
concentration upon restrictive poli- 
cies designed to improve the position 
of one group at the expense of 
another, whether on the part of 
primary or of industrial producers. 

* The smoothing out of the short- 
run fluctuations resulting from 
fluctuations in industrial demand 
should do something to make it 
easier to reach correct judgments 
about longer-run price relationships, 
and so to reduce these longer-run 
Structural instabilities. But the re- 
maining uncertainties will always be 
very great, and it is only to be ex- 
pected that from time to time major 
errors of judgment will lead impor- 
tant industries, and perhaps whole 
countries, into serious difficulties.” 

Thus the Report does not suggest 
any panaceas for a future recession. 
As the experts point out, “no prac- 
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ticable action along these lines c 
provide a guarantee to any count 
against occasional abrupt distu 
bances in its dealings with oth 
countries, and success or failure 
coping with these disturbances mu 
remain very largely the individu 
and collective — responsibility 
governments, as they take decisior 
in contingencies which cannot n 
be foreseen. 

“Instability of international ec 
nomic relationships can be key 
within manageable limits if on 
most countries are prepared to pl: 
their several parts in setting up ai 
working the necessary machinery, 
accordance with principles which « 
the whole are already familiar. | 
this task the leadership and strengt! 
of the great industrial countries, and 
especially of the United States, a1 
essential to success.” 

Martin Goetz 


BUT THE DANGER MAY NOT BE SO GREAT— 


when 
United 


WHAT WILL HAPPEN in 1953 
defence production in the 
States tapers off? 

The decline in defence production 


-when it comes—will cut the an- 
nual rate from about $55,000 
million to about $35,000 million. 


but this decline may be 
over much of two years. 
The productive capacity and 
other resources released will be 
heavily concentrated in the metals 
field. Recent estimates are that 35 
per cent. of the nation’s metal- 
working capacity 1s concentrated in 
defence work, As a rough rule of 
thumb, however, a dollar and _ half 
of defence output occupies the same 
facilities and uses the same mater- 
ials as a dollar of civilian produc- 


spread 


tion. Military products need more 
man-hours per ton. Thus a decline 
of a third in defence work will 


From The Times Review 


permit a less increase in civilia 


work. 


Consumer demand may offset th 
decline in part. For almost a yea 
Americans have been spending a 
unusually small part of their in 
comes. In time replacement de 
mand may pick up and the rate ot 
new family formation would sup 
port sales of over a million ney 
homes this year. In automobiles 
for instance, demand is_ below 
normal, and, given easier supplie 
of materials, a return of pre-war 
demand will help to take up th 
slack. 

Public works may provide < 
major area of expansion: last yea 
expenditure of highways totallec 
$2,000 million, whereas engineers 
sav that the nation 
spend as much as $10,000 million. 
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Growing Exodus from Canada’s Farms 


Consumption changes—declining re 


fewer farm workers 


‘CE ALMOsT a third of the average 
nsumer’s dollar is spent on food, 
ople, by and large, appear to be 
re conscious Of a rise in the price 
vel of agricultural products than 
that of any other category. When 
rise 1S associated with scarcity, 
has happened in recent years with 
rtain meat and dairy products, the 
lestion naturally arises—is agri- 
ilture keeping pace with the pro- 
ess made in other directions? 
Volume of Canadian agricultural 
itput has increased by 40 per cent. 
ver pre-war, but as a proportion 
the total production of Canada, 
sriculture has declined from 23 per 
‘nt, pre-war to 13 per cent. in 1951. 
In comparing present with pre- 
ar demand for farm produce we 
lust consider not only the increase 
rising out of the expansion in 
ypulation but also that occasioned 
y the increase in national income 
ind higher living standards. Person- 
| expenditure on goods and services 
veraged $3,600 million in 1935-39 
nd slightly over $10,000 million in 
946-50. Assuming that the 31 per 
ent. allocated to food in the cost- 
f-living index is approximately 
orrect for both periods, it would 
eem that the pre-war figure of 
51,100 million expended on food 
iad risen to $1.700 million in 1946- 
90 in terms of 1935-39 food dollars, 
in increase of 55 per cent. Of this 
ncrease, the rise in population 
would account for part; the balance 
‘an be attributed to generally higher 
living standards. 
Canadian Bank 


From Commercial Letter, 


lative importance oj aertculture 


greater mechanisation 


Domestic production has had to 
provide for the greater part of the 
larger demand for foodstuffs. Com- 
paring the five post-war with the 
five pre-war years, per capita con- 
sumption of practically all 
has risen, with the three important 
exceptions of flour, sugar, 
butter. Changes in dietary habits 
probably account for the first two, 
and the introduction of margarine 
for the decline in butter. 

While overall production 
risen by about a quarter since 1945, 
the incidence of the increase has 
been uneven. The cattle popula- 
tion for instance has not only failed 
to keep pace with the increase in the 
human population, but also with the 
potential increase in per capita con- 
sumption, the post-war average 
being only 8 per cent. higher than 
the pre-war, annual figures showing 
a steady decline from the 1945 peak 
until the present year. Miulk pro- 
duction shows a natural similarity 
of trend, with the post-war average 
about 10 per cent. higher than pre- 
war, and a steady decline, extend- 
ing into the present year, since the 
post-war high of 1947. 

Hogs, on the other hand, while 
now only about 72 per cent. of the 
very high war-time level have been 
gaining steadily since 1946, There 
has been a receptive market for 
cattle and beef in the United States 
since the embargo was withdrawn in 
1948, and with U.S. prices at at- 
tractive levels, exports to the United 
States of live cattle, plus the cattle 


ems 


and 


has 


of Commerce, Toronto, November 195] 
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equivalent of beef exports, amount- 
ed to 550,000 head in 1949 and 
598.000 head in 1950, a volume 
equal to 43 per cent. of Canadian 
consumption of inspected beef in 
1949 and SO per cent. in 1950. 

During the first four decades of 
this century Canada produced a sur- 
plus for export of virtually every 
important class of domestic farm 
produce — grain, livestock, meats, 
dairy products, fruit and eggs. Dur- 
ing recent years we have seen 
exports of cattle and beef made 
possible only by a decline in con- 
sumption, and at times a definite 
Shortage, on the home market: the 
open contracts with the United 
Kingdom previous to 1951, covering 
the purchase of livestock and dairy 
products, went largely unfilled. The 
two branches of farming other than 
grain growing (the export position of 
which has not greatly changed over 
the years) which produce a sizeable 
surplus over and above consumption 
at its optimum level appear to be 
fruit (chiefly apples) and tobacco. 
There seems, then, to be consider- 
able evidence that Canada’s depend- 
ence on the export market for agri- 
cultural products is smaller. 


Drift from the Farm 

It is unlikely that industrial pro- 
duction could have reached its pres- 
ent level, with all that this implies 
in the way of purchasing power for 
farm produce, had there not been a 
steady drain of labour away from 
the farm and into secondary industry 
and resource development. Natural 
increase and immigration have not 
of themselves been sufficient to 
man the increasing capacity of 
industry. 

This farm exodus is no _ local 
phenomenon — the United Nations 
estimates that the percentage of the 
world population engaged in agri- 
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culture declined from 62 per cent 
59 per cent. between 1937 and 194) 
In the United States the farm poy 
lation has declined from 32 millio, 
in 1910 to a little over 24 million 
1950, despite an increase in tot 
populaiion in the same period of ¢ 
million, In Canada the results of t 
1951 census published to date ind 
cate an acceleration in the decli 
in the farm population which h 
been in evidence over the past thir 
years, 

There have been a marked decli 
in the farm population, a sharp 
rising age level of that populati 
as a result of the exodus of 
younger members, and a substanti 
increase in the size of the avera 
farm. The greatest numerical d 
Cline in the post-war years, near 
100,000, has been in the Prai 
Provinces, the greatest percenta 
decline (41 per cent.) in the Ma: 
times. Ontario and 
65,000 and 56.000 respectively, at 
British Columbia recorded a sma 
gain. 

These developments can be trace 
to two factors, the increase in mec! 
anization and in scientific plant ar 
animal breeding, and the wideni 
Opportunities in secondary indust: 
and resource development, wit 
their more attractive 
and shorter hours. 


wage scale 


Technical Progress 
The man hours required to gro 
and harvest an acre of grain on th 


Prairies have been more than halved 


since 1930. A comparable reductio 
has been made in the harvesting « 
hay, while at the same time there ha 
been a two-fold increase in the fee 
value of hay harvested by moder 
methods. Farm electrification ha 


made possible the use of a host o 
power-operated machines of partic 
ular value in the dairy and stot 
raising industry. 


Quebec lost 
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Mechanization has had import- 
it results other than a_ reduced 
ed for farm labour. Probably the 
ost significant of these is the in- 
ease in the size of the average 
rm. Another consequence is the 
se in Capital investment on farms 
his has already had the effect of 
irther reducing the farm labour 
irce, first, through some consolida- 
yn of farm units into larger, more 
onomically operated entities, and, 
condly, by placing a well-equipped 
irm beyond the reach of many 
oung farmers desirous of establish- 
ig themselves on their own pro- 
‘rty, inasmuch as the cost of 
quipment now nearly equals the 
st of the land. This high capital- 
‘ration also introduces a= certain 
gidity and high overhead into farm 
sts which was less apparent when 
orses were the motive power and 
he farin a more self-contained unit. 
Purchased power and fuel involve 
i greater cash outlay than horses and 
eed raised on the farm, and place 
he farmer in a more vulnerable 
position in the event of a succession 


if poor crops, 


In assessing the net results to the 
economy as a whole of these 
changes, it would seem that Canad- 
ian agriculture is taking the course 
normal to a country which is not 
only undergoing rapid industrializa- 
tion, but whose primary industry 
and resource development is of a 
kind that will eventually further 
accentuate its industrialization. To 
the extent that labour is withdraw- 
ing from the subsistence type of 
farm and entering industry where it 
makes a net contribution to the econ- 
omy, the shift is probably advanta- 
geous, since the average modern 
farm is now reckoned to feed its 
own and two urban families. When, 
however, the net exodus from the 
farm is not balanced by an increase 
in productivity, and shortages ensue, 
such as have arisen in the livestock 
and dairying branches, the transfer 
may be hurtful, especially if the 
products affected are important 
elements of the cost of living. The 
pressure on urban housing is also a 
factor which cannot be overlooked 
at present. 
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Australia’s Declining Wheat Acreage 


Ht ACREAGE SOWN to wheat for 
train in Australia has fallen notice- 
ibly from the 14 million 
wer the thirties to little over 10 
million acres this last season. How- 
‘ver, Wheat production has declined 
less rapidly; in other words, average 
yield per acre has increased. In the 
ten years to 1950-51, average yield 
was 13.7 bushels per acre, against 
12 bushels in the previous decade. 

The dominant cause of the recent 
downward trend of wheat acreage 


average 


From Quarterly Survey, Australia and New Zealand Bank, Melbourne, 


is the farmer’s present ability to ob- 
tain greater money returns for less 
plant and labour by turning at least 
part of his activities to raising sheep 
for wool or meat. Prices of sheep 
products are more profitable in 
many areas than wheat. 

Wheat farmers today are applying 
more productive methods to their 
land, obtaining a greater yield per 
acre, and concentrating their efforts 
on a smaller area. This reflects the 
fruits of research, good seasons, and 


January 1952 


From City Column, Daily Mail, January 14, 1952 
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financial prosperity which enables 
farmers to use modern types of farm 
machinery. One of the important 
results is that the swing away from 
wheat is bringing about a greater 
diversification of farm products. 
[his diversification is having the 
beneficial effect of improving soil 
condition and fertility and increasing 
productivity. 


A recent survey by the Depart- 
ment of Agriculture of South Aus- 
tralia pointed out that hardly any 
farmers in that State recently were 
following a two-course rotation of 
fallow-wheat. More than half those 
entering Crop Competitions in 1950 
adopted a rotation of fallow-wheat- 
pasture, and most of the others had 
wider rotations, leaving the land 
under pasture for more than a sea- 
son at a time. So that while wheat 
crops may decline in acreage for 
some years, the land will eventually 
produce more wheat and carry more 
livestock than in the past. Similar 
developments have occurred in 
Victoria. 

More Machines 

Increased mechanisation of farm- 
ing has affected the rural economy 
in several ways. Cash operating 
costs have risen as well as capital 
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costs, and the reduction in num! 
of horses has meant that the ai 
devoted to growing fodder crops | 
been reduced. 


The fact that most Australi 
rural holdings are already mix 
farms, indicates how easy it Is 
farmers to expand one type of h 
bandry at the expense of another 
1947-48, an official survey reveal 
that of Australia’s 54,019 holdi 
growing Wheat, 42.458 also ran sh¢ 
(which comprised 46°, of Australi 
sheep holdings), 30,064 also r 
dairy cattle (comprising 21°, of 
dairy farms), and 15.614 of. t 
Wheat farms also carried pigs (co 
orising 26°, of all pig farms in t 


Commonwealth). 


Although wheat acreage has fall 
with effects on supplies for expo 
and stock feed, it does not follo 
that Australia is making less efficient 
use of her erstwhile wheat lands. Th 
total area of Australia utilised for 
economic purposes is steadily risin 

The figure increased from und 
120 million acres in December 1928 
to 144 million in December 1945 
while leased or licensed Crown lan 
was 952 million acres at the earlier 
date and 1,039 million acres at th 
end of 1948 
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FACTS 


World Wheat Shortage Looming ? 


“Tr THE PRESENT position continues 
you are going to have a world wheat 
famine,” a leading grain market 
authority told me recently. 

His prediction was based on crop 
prospects, not influenced so much 
by weather or other natural causes, 


but by the mistaken price-contro!l 
policies of the exporting countries 
Governments. 

Growers in several of the big 
wheat exporting countries have for 
a long time been grumbling at the 
prices they are paid for their wheat, 


From City Column, Daily Mail, London, January 14, 1952 
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WORLD WHEAT SHORTAGE LOOMING 


lich, owing to Government control 
d International Wheat Agreement 
rulations, are far below the free 
irket prices of other crops and 
rm produce. 

Argentina, for instance, has the 
vallest area under wheat now since 
ve early years of this century. 

The present 12,700,000 acres com- 


ires with her record area of 
|.280,000 acres in 1930. The crop 
mmparison is even more. striking. 
Against a record crop of 


}.700,000 quarters in 1928, produc- 
mn in 1951 is estimated at only 
4.800.000 quarters. 
Argentina’s home requirements 
nearly 16,000,000 quarters. So, 
ith little or no “carry-over” from 
le previous season, it seems more 
kely that Argentina will be import- 
ig Wheat rather than exporting any. 


Poor Prices 


The 1.W.A, maximum price for 
he standard wheat, No. 1 Northern 
Manitoba, has been raised by 44 per 
ent. since the agreement came into 
rce on August 1, 1949. But this 
vas due to the devaluation of the 


{, which automatically increased the 


yrice of dollar grain by that amount 
“Free” market wheat has risen 
early 88 per cent. And the prices 


f maize, oats, and barley have, in 
reneral, doubled. 
Canadian growers who with the 


S. supply nearly half Britatn’s 
vheat requirements -—— resent the 
fixed prices over a four- or five- 


ear period which are being forced 
So there is dissatisfac- 


1h] 


The United States farmer is about 
the only one who 1s _ reasonably 
satisfied because the U.S. Govern- 
ment subsidises his wheat exports 
at a cost of #100,000,000 a year! 

Present danger is largely due to 
the fact that consuming countries 
are too dependent on one or two 
wheat exporting countries, instead 
of having the selection they had in 
the 1930s, including Argentina— 
formerly a big seller for sterling 
and the many European wheat- 
growing countries. 


NEW ZEALAND MAY RATION 
BREAD 
New Zealand needs 12 million 


bushels of wheat to sustain her eco- 
nomy, and produces only about 5} 
million bushels at the moment. The 
Government hopes that wheat acre- 
age can be expanded to avert the 
threat of rationing bread, without 
any sacrifice of meat and dairy pro- 
duce for Britain, Acreage sown to 
wheat is estimated at 100,000 acres, 
46,000 acres less than last year, and 
the lowest since 1875-76 

Times, London 


, ) sal 
Financial 
j 


January 14, 1952 
PAKISTAN HAS NO WHEAT 
SURPLUS 


Pakistan had a surplus of 250,000 
tons in 1949, but there was no sur- 
plus in 1950 or 1951. Change-over 
from wheat growing to rice was 
ordered by the Food Minister to 
avoid imports of rice. Now Pakistan 
is short of both. 


ipon them. Siaee Ronmeenil... Mew: tte 
ion there, too February 8, 1952 
KRILIUVMI—MAKES OLD SOILS NEW 
Monsanto Chemicals of Davton. Ohio. have successfully developed a 
Mastic powder called kriltum which will “recondition” barren soils in 
matter of hours. It is not a but san action like compost o1 
peat moss, allowing the soil to get back into condition through oxygen 
Water and other elements, buf working many times as fast us the natur 
conditioners Krilium is expected to be available in commercial qu 
tities in 1953: estimated price: 14s. a pound. 
Economist, I ndon January 6. 1952 
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VLS.A. Aid to Britain 

[The Mutual Security Agency, 
Which took over where Marshall 
\id left off in January. has granted 
$360 million (£105 million) 


; ; eA 
for the first half of 1952Z to assist 1ts 
C Lavine The sterling 


applied to 


Without 


hel Britain rearmament 
iced by twice the sum 
ul 
i i i ) 
/ 


Malayan Rubber Output 
Malaya shipped 1,155,254 tons of 
rubber to foreign countries in 19ST, 
ympared with 1.106.449 tons in 


1950, The U.S.A. took 359,684 


tons, Britain 280,807 tons, Hong 


Kong 34.583 tons, China 229,82 
] ) 17 A 
LOT nd Kt la 1/49 {ONS 
; ; : 


Spain's Position Improving 

happened in Spain 

during 1951 to improve the situation 

Phe poycoit by the United Nations 

has ended, and better relations with 
} 


lave Drought financial 


“Same 
viuch has 


h far below. the 

e hoped for, has already been 

of considerable assistance to Spain. 
[he drought has come to an end, 
to the great benefit of both industry 
and agriculture; to the latter owing 
to excellent harvests in a number of 
preducts including the most import- 
ant of all-—-wheat, improved supplies 


of which have notably eased the 
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bread situation. The tourist sea: 
in 1951 was also a marked succes 
The improvements of the last twel 
months, however, should not gi 
rise to more than sober optimis: 
as road and railway communicatt 
are still in a poor state. Bett 
power supplies cannot be taken 
permanent, nor are raw mater! 
available in sufficient quantities 
meet the needs of industry | 
ost of living is high, and the | 


Not 
ing situation remains critical. 


/ f RR ( Ba f Lor 
S hh Apne? anu MZ, E9SZ 
New Zealand Newsprint Project 
\ government - sponsored, — | 
orivately organised, Company 
yxcing formed in New Zealand 
XD! 17.0 i Nall 
kor Ed ne \ | Is nd asa sour 
ff newsprint, tumber and pul 


ENZ17 million is nee led for deve 
pment, Which when completed \ 
ive the country an industry secor 
only to dairying, and which will sa 


$1,000,000 in dollar expenditur 


Public works connected with t 
project —harbours, railways, pow 
ee ' ire kh My oTNndert: 
and housing—are being undertake 


by the Government to the tune 
ENZ1I4 million 
\ Zealand No 
Januar 195) 

France Also Retreats 

Restoring quotas for all import 
from Q.E.E.C. countries except es 
sentials, France has suspended th 
moves towards 


ide urged by th 


rade \ CVE A las 
October 

was that 75 per cent. of import 
should be freed, but note 
that France might be 
to carry out this degree 
isation. The latest move is mad 
to stem Frarce’s deteriorating bal 


was mad 
unable t 


ance of trade with E.P.U. countries 


and other monetary areas 
} LFtcdhhe ial Tine s, / OndOs 
February 5, 1952 


liberalisation — of 


\t that time the target 


of liberal- 
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stralia’s Wool Future 

fhe fall in the price of wool by 
re than fifty per cent. from its 
k level of last March will prob- 
y reduce the annual wool cheque 
an amount approaching £300 
lion. This represents nearly 4 
d of last financial year’s export 
me, and nearly one-tenth of the 
ional income of Australia 


\f j , < )< 


nerica Taking Up Tea 


1938-9 the United State 
ith ibs 1 t yh 
1. Since the war the demanc 
{ Mmerap) 
|} 94%- ili ! If 
} } S0) 33 
OS0.S1 < 
K pu tse Ve ¢ tin 1 
pre-war; North America gen- 
and most state f South 
are buying 60 per cent 
e tea 
/ ( Dec 
lurkey’s 1952 Dratt Budget 
stimated expenditures total 
mut £275,860,000 which include 
than £88.900.000 for national 
‘nce (40 per cent. of the total 
Iget), £25,350.000 for education, 


y §SO0.000 for r ads and high- 


vs. £9.500,000 for public health, 


710.000 for agriculture, 
200,000 for irrigation 
lanuar l¢ 195? 


bya on the Anvil 

On January 1, 1952, the United 
ngdom of Libya became an in- 
pendent state within the United 
tions. It will be a member of the 
rling bloc, with a new currency 
cked by sterling 

Composed of the three districts 
Cyrenaica. Tripolitania and the 
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Fezzan, Libya has a population of 
! 140,000, few natural resources and 
no capital. In erder to hammer out 
some kind of viable economy, 
France. Italy, the U.S.A. and Bri- 


tain are ready to give financial aid. 


Britain is guaranteeing the budget 

deficit of £1,600,000 enable a 

budget to be prepared for 1952-3 

i f N at Dy »7/ (1). 195] and 
! ; / CCE Yn] 


Income per head in Libya ts the 


lowest in the Middle East—about 
t2 16s. per annum. There are no ex- 
ploited minerals. no fuel resources, 


‘ducational facilities 


japan is Welcome to the Textile 


Prade 
To! VW \ " Jeak- 
( ung idc NiCnists n 
M hester, shower ie U.K 
l k 
+ 
Ve 25 pel 
SO. If ) 
e | 
Ru XUHesS 
) eC S L \ 
n ’ Tali ‘rine 
Pp LUCTS nh ine i iC A” 
Val d —_ In 4 I rs ! 

1 O%« in ( ’ Be P (I- 
CSSOFr { Sn id Salad | hope ne 
J: panese Uc th Wel S ) the (cXI le 
trade Wd no eng CTring a 
4 ( 14 $2 


Italy's Record Deficit 


Expenditure in Italy’s budget for 
i] 
Ii 


roO<Y | . ee . 
1952 w be ovel million lire. 
about 25 per cent. of the national 


income, and will involve a deficit 
of nearly 500,000 million lire (£250 
million): both figures are the highest 
ever for the country. The Flood 
Relief Fund is to have a separate 
budget. A new 4 per cent. turnover 
tax on industry ts being imposed 


' f +2 o<? 
wdanchesher CGronardiar January 3. 1952 














European Payments Dis-Union 


Since Korea, strains within the European Payments Union point to 


overhaul of guotas, mechanism and the size of the basic funds 


PH OPEFRATION of the European 
Payments Union dates from July Ist, 
19S0: hence this new machinery of 
international settlements was devised 
to suit political and economic cir- 
cumstances far different from those 
which in fact developed from the al- 
most simultaneous outbreak of war 
in Korea. Much progress had been 
made in Western European 
nomic recovery; the payments deficit 
with the dollar area had been re- 
duced; intra-Eurcpean trade was 
being largely freed from quantitative 
restrictions; and the outlook was far 
more promising than when Mar- 
shall Aid had been instituted in 
1948. 


eCO- 


The new political situation pre- 
cipitated changes in the turnover and 
pattern of trade, and imposed un- 
foreseen strains on the economies of 
various countries. Fresh measures of 
liberalization expanded the volume 
of intra-European commerce, while 
the rise in prices further inflated the 
money total of transactions taken 1n- 
to account through the machinery of 
EP 


The present EPU agreement may 
be terminated at any time by deci- 
sion of the Organization for Euro- 
pean Economic Co-operation, and, 
more particularly, may be ended at 
any time after June 30th, 1952 under 
stated conditions. Thus it is not too 
early to outline the course of events, 
with special reference to the more 
striking changes in the relative posi- 
tions of individual countries. 

The European Payments Union 
may be defined as a system of multi- 


From 


‘European Payments Un 7? 


Midland Bank Revie WwW, 


lateral sotthements under which 
current transactions of all mem 
countries (or the monetary ar 
they represent) with each other 
paid for with the least possi 
resort to bilateral transfers a 
credit arrangements or remittan 
in gold and dollars. Every mor 
the net position of each country 
determined in relation to all 
other members-—that.is, to the Un 
itself — after bilatera] deficits 
surpluses between individual co 
tries have been offset. The cun 
lative balance is treated as a dk 
to the Union, or a credit with it, a 
a nominal limit to the debt or 
credit, as the case may be, Is set 
reference to the “quota” of 
country concerned. At the outs 
each member country was set 
quota, computed at 15 per cent. 
its visible and invisible trade wi 
other members in 1949 


If the cumulative surplus of a 
country, reckoned at each succec 
ing month-end, amounts to less th 
one-fifth of its quota, then half 
the excess is settled by the transf 
of gold from the Union to t 
member 


If, on the other hand, a member 
net cumulative position is in defi 
then, at progressive stages, the pt 
portion which has to be settled 


} 


transfers of gold from the debtor | 


the Union rises from nothing 


four-fifths. 
Course of Operations 

It is not surprising that some « 
the forecasts implied in the quot 


February 19 


London, 
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} 


d “initial balances,” fixed before 


rea, Of various member countries 
uld have been falsified by events 
us, Initial credit positions were 
tted to various countries which 
re regarded as “structural debt- 
* that is, as likely to run into a 
ficit with the Union, while initial 
bit balances were allotted to 
ictura] creditors; yet neither 
rmany, which exhausted its ord- 
iry drawing rights on the Union 
hin the first five months, nor 
rtugal, which accumulated a 
‘dit position more rapidly than 
other country in relation to its 
ta, was originally regarded as 
her a structural debtor or creditor. 
\gain, in July 1950 the British 
inister for Economic Affairs had 
ited his view that “we shall be 
ughly in balance with Europe. We 
’ not expect to have a large cred- 
r or debtor position We are 
tt likely to gain or lose gold as a 
sult of entering this scheme”; 
hereas in fact Britain first accum- 
ated large surpluses, entailing 
partial settlement in gold, and then 
ran into heavy deficits, requiring an 
itflow from her own gold reserves 
Britain's position, it should be 
ited, is complicated by the fact 
at in her membership of EPU she 
ts for the entire sterling area, as 
) France, Belgium and other mem- 
rs, of their respective monetary 
eas. 
Carrying the story into 1951, gold 
id to be provided by the Union to 
required proportional 
ttlement to surplus countries, over 
1d above those parts of the deficits 
f other countries which yielded in- 
ard gold movements. Hence by the 
id of October 1951 its liquid re- 
urces had fallen to about $180 m. 
deed, the figure would have been 


uch lower but for the relief 
corded by about $100 m. paid 


vecially from ECA grants as a con- 


tribution towards the deficits of 
Austria, Greece, Iceland and Turkey 
with the EPU. Prior to this opera- 
tion, commentators had begun to 
question whether the original sum 
of $350 m. had been large enough, 
since the volume of transactions to 
be settked through EPU had been 
greater, and individual deficits or 
surpluses more pronounced, than 
had been foreseen, This question is 
still a subject of debate. 


Changing Relations 

Under the conditicns ruling since 
June 1950, it is not surprising that 
several members have already ex- 
ceeded their quotas in one direction 
or the other, and have had to be 
dealt with by special arrangements. 
Ihe quotas had been based on trade 
in 1949, but diverging needs have 
since arisen, especially from chang- 
ing price levels and the unequal 
impact of re-armament, while in- 
sufficient allowance seams to have 
been made for the fact that some 
countries, for example Belgium, 
were more advanced in post-war re- 
covery by 1949 than were others, 
such as Western Germany 

The EPU agreement does not lay 
down firmly what treatment should 
be applied when a member exceeds 
its quota. Indeed, it seems to have 
been envisaged that suitable action 
could be devised to avoid such a 
culmination of onesidedness, for the 
first annual report of EPU pointed 
out that “it remains the responsi- 
bility of creditors in EPU to assist 
the debtors in EPU by importing as 
liberally as possible from them and 
by not seeking large quotas for their 
exports of non-liberalized goods.” 
With this in mind the managing 
board keeps the positions of the 
individual members under constant 
review, and seeks their assistance or 
offers advice when circumstances 
require it. 
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In such a closely-kniit system as 
EPU, there is always a risk that 
steps taken by one member to rectify 
its position may create or intensify 
difficulties for other members, par- 
ticularly those conducting a large 
part of their trade wiih it. For ex- 
ample, the curtailment by Germany 
of import licences for agricultural 
products aggravated the difficulties 
of Holland, which was already run- 
ning in deficit with EPU month by 
month. 

By the end of the first year 
Holland had incurred a cumulative 
deficit of 241 m. units out of a quota 
of 330 m., after having used up an 
initial credit of 30 m. During July 
1951 Holland’s quota was increased 
to 355 m. units. although the Dutch 
Government was reported to have 
isked for an increase vi 390 m 
However, aftcir recording another 
deficit. in that month, Helland’s 
position improved suddenly, largely 
as a result of the easing of the situ- 
ation mn respect of transactions with 
Germany, as well as through a 
reduction in imports by the home 
textile trade, and her surpluses in 


the next three months amounted 
in — 1] to 150° mi The Dutch de- 
ficits had been mainly with Belgium, 


sche partly from the removal 

import duties within the Benelux 
Union and contributing to Belgium’s 
general credit position, which be 
came one of the Union’s greatest 
problems in the second half of 195] 


surpluses 


The monthly 
by Belgium—or, more strictly, the 
Belgo-Luxembourg Econ-mic Union 

in the second half of 1951 were 
based largely on exports of steel, the 
demand for ete had suddenly ex- 
panded in reflection of acute re- 
armament needs in Britain) and 


' ' 
Pe ee 
ach 


Vou 


elsewhere, and on other supply con- 
tracts placed by Britain and Franc 
Behind this special factor, moreover, 





DIGEST 


lay the fact that Belgium had 
sued a monetary and econ 
policy more distinctively cour 
inflationary than those of most o 
countries, so that the currency 
been continuously “hard.” 

Belgium was not the first cou 
to run into problems created | 
heavy surplus on European t 
In the early stages of the Uni 
Operations It was the credit pos: 
ef Portugal, 50 per cent. of 
quota had been reached by the 
of the first six months, whicl 
iracted the attention of the mana 
board. {In course of discussion 
board drew attention to aspe 
Portuguese policy which — see 
likely to increase the surplus, 
including the restricuion of inte! 
credit, which created difficultie 
Portugues. importers, and the 
sence of any measures to preve 
flight of capital from other Europ 
countries inio Portugal —it was n 
that the surplus on payments 
count with the Union was subst 
tially greater than the visible tr 
surplus. Thus experience with Pi 
val, as with Belgium, showed 
practical difliculiy of segregati 
without stringent exchange cont 

capital items from. current t 
acluions. 


Problems of Trade and Finance 

It will have been noted that 
strains which have developed 
EPU have been largely due to 


vp 


foreseen circumstances: yet to si 
extent they have been intensified 


the very success recorded in the 


ecuon of a main purpose of EP 


namely the liberation and expans 
of intra-European trade, includ: 
invisible transactions, on an 
discriminatory basis. While me 
ures of liberalization are the c 
cern of OEEC as a whole, conc 
trating its attention mainly on 

removal quantitative restrictio 
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has doubtless contributed to 
process. 
lembers of OEEC had agreed that 
various dates they would remove 
ititative restrictions on non- 
‘rnmental imports from other 
nbers to the extent of stated 
imum percentages of their total 
wis from the others, usually by 
rence to the base year 1948 
Ing provisions were made. how- 
for members who could satisfy 
rest as to the existence of special 
iculties. 


fhe establishment of EPU re- 
ed obstacles to this process 
ng from widespread bilateral 
ments arrangements, and the 
imum percentages were accord- 
Further, a “common 
was drawn up of goods the 
le in which all countries agreed 
lioeralize. With payments put 
4 multilateral basis, moreover, 
principle of non-discrimination 
applied as from the beginning 
19S]. In practice, some countries 
re able to exceed the agreed pro- 
ruions of liberalized trade in ad- 
ice of the due dates: for instance, 
November 1950 Britain had lib- 
tized &5 per cent. of her private 
de with other members--or at 
ist 75 per cent. if state trading 
re taken into account. Others 
ded to lag behind, and several 
untries found it necessary to in- 
ke the saving provisions. The 
inaging board of EPU studied 
ese cases and gave advice either to 
e OEEC council or to special com- 
ittees for particular countries 
beralization of invisible trans- 
tions has proved more difficult, 
d progress has been piecemeal. 


ly raised, 


On the whole, then, it is to be 
vretted that a setback to the gen- 
al process of liberalization and 
<pansion has now arisen from the 


radically changed position of Great 
Britain on her account with EPU, 
covering the trade of herself and the 
rest of the sterling area with all 
other members of the Union. In the 
first ten months of EPU Britain had 
built up a heavy surplus position, 
largely due to the high prices of raw 
materials supplied from the sterling 
aurea to European countries. From 
May 1951, however. the aggregate 
position changed I henceforward 
heavy monthly deficits were in- 
Cumulatively. Britain be- 
came a net debter at the September 
accounting. and in the following 
month began to make net gold pay- 
ments under the general rules of 
settlement. 


curred. 


vealed a deficit. amounting to £5 
m.. bringing Britain’s debt to the 
Union up io £192.6 m., even after 


heavy gold payments 


The December account again re 
3 


5 


Surveying the course of events 
over the first year-and-a-half of 
operation—a period of greater dis- 
turbance than had been hoped—it 
can be said that EPU has shown 
itself to be a useful working arrange- 
ment, contributing to a freer flow 
of trade among its members than 
might otherwise have taken place. 
Yet some revision of its structure 
and methods may be found neces- 
sary if it is to render maximum 
service in the period of strain upon 
which many of the economies of 
Western Europe have entered under 
force of circumstances. 


Footnote: 

Britain’s deficit with the EPU in 
January totalled £54 million. Total 
indebtedness had then risen to £213 
million. France is the other main 
debtor, her deficit being £37 million 
in January. Total indebtedness was 
then £84 million. 
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Recent Comments 


(1) AUSTRALIA AND NEW ZEALAND 

BANK 

Buyers’ appeared in 
Australia. similar to that which had 
already occurred in overseas countries, 
United Kingdom and Canada 
No simple explanation can satisfactorily 
clopment It can pro 


bably be attributed to a number of fac 


resistance has 


notably 


xplain the de, 


Yrs including the increased Pressure on 
redit resources with rising interest rates, 


| +] * 
s well as constantly rising costs of essen- 


tial items in the family budget. which are 
iking an increasingly heavy demand on 
irrent incomes and reducing the margin 
available for less essential spending. In 
e backg id there is been the know 
edg t commodity prices have fallen, 
notabls WOO], nd the expectation that 
prices of consumer goods, particularly in 
the textile range. may be reduced follow- 
w the decline in the cost of raw 


January 195 


(2) NATIONAL CiTy BANK OF NEW 
YORK 

The consumer goods industries are in 
position. They are relatively 
depressed while activity otherwise is 
booming Their troubles go back to the 
beginning of the Korean war and the 
ilmost-successful Chinese offensive last 
winter, which caused people to expect the 


unique 


npact of the defense program to be 
more rapid and severe than it actually 
has been. This miscalculation, fostered 


by alarmist predictions, led to over-buy- 
ing, Over-production, and over-stocking, 
from which the correction is still under 
way. 

New York, 


January 1952 


(3) J.. W. 

TRADI 

About 25 per cent. of the clothing 
workers in Northern England are work 
ing short time. People are refusing to 
buy clothes. and the situation will not 
improve until they are satisfied that they 
are getting value for money 


SULLIVAN, BOARD OI 


Newcastle, January 14, 1952 





on Buyers’ Strikes 


(4) THE ECONOMIST 


Belief is current in the textile ind 
that buying will revive in the spring 
extent of the revival may be determ 
by the amount of cash that retailers 
on hand; large sums are tied up In st 
and recent restrictions on credit are 
venting them from ordering new 
on any scale New orders have com 
depend on the clearing of old st 


Treasury calculations show that clot 
consumption was 21 per cent. lowe 
the third quarter of 1951 than tn the s 
yuan of 1980, and it is unlikel 
his did not continue during the fe 
Uuurtel 

[ ? ] “a? i) Q«<? 


(5) NATIONAL FEDERATION OF BUI 
ING TRADES EMPLOYERS 


} ldino } . 
Ihe cost of building has now reac 


a level which the average private 


sumer 1s becoming unwilling or un 
tO pay [he effect of this “ consu 
resistance’ is however concealed t 


} » > - 2 

large extent Dy the §£ 
eee ried I hlic b : 
deINng carried out YY puUdiic odies. 
an enforced cut were made in that ¢ 
of work, the industry could quickly 
itself in serious difficulties 

Annual Report, London, January 26, | 


reat amount OF w 


r 


(6) BANK OF MONTREAL 


The consuming public’s reluctance 
spend did not become apparent until 
second quarter of the year. The 
quarter had witnessed a recurrence of 
buying surge that had occurred afte 
outbreak of the Korean war. The f7 
valling motives were fears of shortag 
of price advances and of tax increases 

What dulled the keen edge of dema 
after March was a combination of gove 
mental counter-measures and natural 
actions Consumer credit restrictic 
had been stiffened The April bud 
brought higher taxes on commodit 
immediately and on personal incomes 
mid-year. A decline in the number 
new houses completed, consequent 
other forms of control, adversely affec 


the market for household durables. 


Montreal, January 23, 1952 
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Quantitative Import Restrictions 


NTY-FOUR OF the Contracting 
ties to the G.A.T.T. are employ- 
quantitative import restrictions 
edress their balance of payments: 


tralia, Brazil, Ceylon, Chile, 
‘choslovakia, Denmark, Finland, 
nce, Greece, India, Indcnesia, 
vy, Netherlands, New Zealand, 
rway, Pakistan, Southern Rho- 
ia, Sweden, Union of South 
ica and the United Kingdom. 


tria, Germany and Turkey who 
ime Contracting Parties in 1951, 
also applying such restrictions; 
Phillipines, to become a Party 
vear, likewise. 


Nine countries have stated that 


are not taking any restrictive 
on of the kind: Belgium, Canada, 
a4, Dominica, Haiti, Luxem- 
irg, Nicaragua, Peru and_ the 
ited States 


eduction of expenditure on im- 


ts may be implemented by 
tas, licensing or bilateral agree- 
it. but it may also be achieved 
instructions issued to government 
artments, state monopolies and 
lic purchasing commissions to 
rain their buying programmes. 

most Contracting Parties the 
portions of trade conducted by 
h agencies is small. Nevertheless, 
he trade of the United Kingdom 


mounted to 4] per cent. and in 
ince to 25 per cent., of total im- 


ts in 1950. For such countries 
instructions to public buying 
ncies play an important part in 


trictive policy. 


n ‘The Use of Quantitative Import 


Generai Agreement on Tariffs and Trade, Geneva, 


Restrictions Raise Prices 

Restriction of imports, whatever 
its purpose, tends to limit competi- 
tion and to that extent protect 
domestic producers and raise prices. 
An important incentive to domestic 
producers to lower prices 1s im- 
paired. The longer the restrictions 
are in force, the greater 1s the likecli- 
hood that the changes tn structure of 
production and prices they cause will 
harden and crystallise. 


Formalities and delays in granting 
licences may add to the cost of im- 
portation, resulting in further pro- 
tection. Where changes in controls 
are frequent, exporters and importers 
may be discouraged from setting up 
marketing facilities at all, since it 
is difficult to maintain continuity of 


sales 


When the Agreement was drafted 
in 1947, it was expected that five 
years of economic recovery would 
bring a general relaxation of con- 
trols on trade. In fact, however, an 
important part of the trade of most 
countries remains subject to govern- 
menial restrictions based on balance- 
of-payments grounds 


Concurrently, new factors have 
Increased demand for cer- 
materials, through specu- 
private inventory 
government stockpiling, increased 
rearmament and inflationary fears, 


arisen 
tain Taw 


lation, and 


have given rise to new and tighter 
controls in some countries. 


Restrictions to Safeguard Balances 
November 195] 











Future of American Coal 


Production of svathetic fuel from 


coal may regain for coal its fh 


position as the prime source of energy tn the U.S.A.—for one of Ame 
worries is declining demand 


LHE SWING aWay Irom coal as a 
source of energy towards other forms 
of fuel in the period between the two 
world wars was persistent. In the 
five year period 1920-4 about 80 per 
cent of the total energy consumed in 
the United States was derived from 
coal and anthracite. But by 1947 this 
proportion had fallen to 50 per cent. 
and by 1949 it had fallen to 40 per 
cent. Conversely, the combined con- 
tribution from petroleum products 
and natural luring the two years 
1947-49 rose from 46 to 55 per cent 
More alarming to the coal industry, 
however, than the bare statistics was 
fuel was being used 
less and less in its traditional mar- 
kets—railways, electrical — utilities 
and commercial and domestic heat- 
Ing. 


Jds al 


1 
+at . | " 
that coal as 


Nor were the changes in demand 
hard to understand. Oil and natural 
gas have the advantages of flexibility 
and cleanliness; their energy is on 
tap and easily controlled; their 
transport is relatively simple and 
their handling easy. 


The continued decline in demand 
for coal by its traditional markets 
soon roused the industry to its pre- 
dicament, Accordingly, present 
policy is therefore directed on the 
one hand, towards producing the 
maximum amount of coal at the 
minimum price and, on the other, to 
investigating the uses to which the 
coal is put, the appliances in which it 
is used and the efficiency with which 
they are operated. 


The industry is pressing ahead 
with developments that will mitigate 


some of the inherent disabilitic 
coal and increase the efficiency 

Which it is used. Joint studies 
carried out to improve the pel 
mance of existing appliances; 

sumers and suppliers co-operat 
research to design new ones an 
determine the characteristics of 
coal on which they will operate i 


efficiently. 


Overlire jets have been devel 
which successfully eliminate st 
from industrial plant, railway | 
motives and—a special applicati 
river and lake steamers. Munic 
action in creating smokeless z 
has strong support from pu 
opinion, and smokeless combu: 
is Of great importance to the 
dustry. So far the aim has beer 
achieve it in the design and m 
fication of appliances rather thar 
modifying the fuel, and at pre 
nly One company makes 
less solid fuel. New models of « 
stoves for household space-heat 
burning bituminous coal smokele 
with up to 70 per cent efficiency, 
under trial. 


+ STD) 
“a t 


Synthetic Fuels 

It is in the field of synthetic f 
that coal may regain its former p 
tion as the most important sourc« 
energy. Nor is this merely anot 
aspect of developing fresh out 
for conventional products. For e 
if estimated coal reserves are 
flated by half and reserves of oil : 
natura! gas are reckoned at dou 
their present volume, coal will : 
remain by far the largest source 
mineral fuel in the United States 


From Mining Journal, London, January 25, 1952 
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FUTURE OF AMERICAN COAL | 


o oil-from-coal experiments of lem facing both countries is similar. 
nan origin are: In place of competition from oil and 

[he gas synthesis process of £45. the British industry has to com- 
sasifying the coal and then con- pete with the problem of supplying 
ng the resultant synthesis eas. a constantly increasing demands for 
ure of carbon monoxide and energy from steadily ‘deteriorating 
ogen, into liquid fuels; reserves. The*British industry can- 
not hope to match American per- 
formance in conventional terms of 
productivity. But there are no tech- 
ical obstacles in the way of Britain 


) The direct hydrogenation pro- 


rge-scale pilot-plant experiments 


eing carried out. Neither pro-  Gutstripping the American industry 
it is yet economic; but the cost of in terms of the amount of use which 
n luction at the present low selling js made of the coal that is raised. 
of coal has been brought down 4 getermined effort should be made 

ithin a few cents of the selling develop revolutionary means, 

of conventional spirits, idanted to British conditions. of vet- 
despite the differences of the scale ting the coal cheaply to the surface 
. ‘hich the U.S. and British in- where its vast potential can be 
F rics Operate, the ultimate prob- profitably exploited 
i 





: WESTERN EUROPE’S COAL 
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Need Tests in the Social Services 


By [AIN MaAcCLreob, M.P. and J. ENOCH POWELL, M.P. 


As the value of money declines, the benefits become derisory; if me 
tests are not to increase, contributions must be raised 


THE QUESTION which poses itself is 
not, “Should a means test be applied 
to a social service?” but “Why 
should any social service be provided 
without test of need?” 

In the last 120 years the face of the 
social services has been transformed 
by the operation of three great 
solvents. At the beginning of that 
period the social services were prac- 
tically poor relief—indoor relief, 
subject to the destitution test of the 
workhouse, and outdoor relief, vary- 
ing enormously from place to place 
and time to time in volume and 
conditions, 


One solvent has been the “separ- 
aling out” from poor relief of indi- 
vidual social services, each with its 
own means test, not intended to be a 
destitution test. Hospital and other 
medical treatment, elementary and 
then secondary education, old age 
and the institutional care of the 
young and old—all have been separ- 
ated out in this way from the body 
of the Poor Law. 

The second solvent was the prin- 
ciple of insurance, substituting a 
contractural right to services for the 
test of means. Voluntary and nation- 
al insurance in this way removed 
hospital and other medical treat- 
ment and loss of earnings through 
sickness, accident, old age and death 
from the means test altogether for 
the majority of those affected. 

Finally, in the two fields of school 
fees (first primary, then secondary) 
and of medical treatment, the prin- 
ciple of a free service superseded 


From ‘ The Social Services, Needs anc 


the test of means or the insura 


qualification, This transformat: 


attained virtual legislative 


pletion in 1948. Unfortunately, es 


while it was completed, and 
more since, the whole structure 


threatened by a new and alarminy 
factor, more threatening even thar 


the impact of protracted heavy 


employment in the 1920’s and 193: 

This is the fall in the value of money 
in the six years since the end of | 
war. It struck at both the insura: 
principle and the free service prin- 


ciple, by referring once again 


outdoor relief and the means t 
insured people and the recipients 
certain benefits under the Natio 


Health Service. 


Three results have followed fi 


these movements. 


(a) When the insurance scheme ca 
into force, the benefits were alre: 


below subsistence minimum, 
have since fallen much further 
below it. 


(b) The appreciable margin 01 
subsistence minimum contemplat 
by the 1946 Act in the case of | 
retirement pension was never re 
ized, and the differential in the 
of industrial injury benefits has n 


been obliterated. 


(c) The principle of equality of be 
fit for all causes of loss of inco: 
except industria] injury has hy 
abandoned. Thus the pre-war sit 
ation of unequal insurance benef! 
well below subsistence minimum 


with us again. 


Means,” Conservative Political Centr 


London, January, 1952 
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ins Test Reappears 
he consequence is that the revo- 
n made in the social services by 
introduction of subsistence bene- 
on an insurance basis has been 
ne, Those without other 
ces of income can no longer 
sist on the benefits partly earned 
insurance contributions, but 
d referred to the National Assist- 
- Board and subject to the appli- 
in of the means test. 
he means test has during the 
1 period been reintroduced int 
National Health Service. 
\n entirely indefensible position 
now been reached. A compul- 
universal insurance scheme 
vides a grant-in-aid towards the 
ntenance by national assistance 
er a means test of those who lose 
r sources of income. A very 
th indication of the proportion 
nsurance beneficiaries who also 
i¢ under national assistance may 
gathered from the following 


ie) 


res. 
Sy 
» 
Rece ne Cases 
benett in 1950 
low’s dene! 468 OOO 932.160 
rement 
pensions 4 161.000 736.840 
ness benefit 1.085,300* 108.560 
mployed 341.100** 31.020 


* Total of new claims in 1950 
nies Monthly average in 1950 


s€ 


One of the most serious conse- 


-nces of the replacement of nat- 
al insurance by national assist- 
e as the guarantee of security is 
increasing number of people 
endent in one way or another on 
National Assistance Board. In 
year 1950, 1,349,902 persons 
eived assistance after a test of 
ans. Including dependants, the 
Ire was estimated at well over 
100,000. More people received 


“poor relief,” to use the old name, 
in 1950 than in 1900. 


The Alternatives 

It is not feasible to peg insurance 
benetits ‘to a cost-of-living index and 
Chase every rise in costs with a rise 
in payments. On the other hand, 
national assistance, implying essen- 
tially a subsistence standard, must 
be related, however roughly, to the 
cost of living. That is why national 
assistance is forcing itself into such 
unWelcome prominence as the fall 
in the value of money compels mor 
and more people to seek relief even 
if a Means test is involved. If the fall 
in the value of money goes on, the 
National Insurance benefits will be- 
come derisory. Indeed, even if com- 
parative monetary stability in the 
next few years may be assumed, the 
gap between national insurance and 
national assistance is already too 
wide. 


If we were to provide a subsis- 
tence minimum on an insurance basis 
for all but a small minority of 
exceptional cases, we should cer- 
tainly have to face further increases 
in contributions 

In relation to salaries and wages 
and to profits, the contributions, 
even as increased on October 1, 
1951, are much lower than they were 
when fixed in 1946. The proportion 
which the employee’s insurance con- 
tribution bears to the average weekly 
earnings in industry has fallen by 
about 25 per cent. since the contri- 
butions were fixed. 

The increase in insurance benefits 
under the National Insurance Act, 
1951, was achieved without higher 
premia and also without extra bur- 
den to the Exchequer, because in 
place of the actuarial assumption of 
an average unemployment rate of 
8! per cent. made in 1945 it was 








12 


felt possible to assume 1} per cent. 
up to 1954, 24 per cent. in 1954-5, 
and thereafter 4 per cent. Indeed, it 
was also possible by this means to 
reduce the Exchequer supplements 
at the rate of about £100 million a 
year for the next three-and-a-half 
years. It seems unlikely that any 
substantial further relief can be ob- 
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futur 
reasonable adoption of | 


tained in the foreseeable 
any 
favourable assumptions, The 
clusion follows that the insur 
scheme can be restored only b 
increase of premia, however 
increase may be distributed over 
three contributors—employer, 
ployee and Exchequer. 





THE ECONOMIST comments— 


The authors give no indication of 
how big the increase in contributions 
would have to be to provide for a 
large increase in benefits. Nowhere 
do they discuss the effect on the low- 
est paid workers of an increase in 
what is, after all, a direct and re- 
gressive tax. In two years’ time the 
insurance scheme will have to be 


reviewed and will probably hay 
be revised. But no stability in 


value of benefits can be looked for 


until stability has been given t 
pound. Mr. Macleod’s and Mr 
Powell's proposal is, therefore, 
another cart that must wait for 
Government’s disinflatory horse 
January 19, 


Economist, London, 





THE TIMES comments— 


Had this booklet carried the argu- 
ment farther it might well have 
pursued the distinction between ser- 
vices intended to provide the minim- 
um needed for subsistence and 
services With other aims. Britain has 
partially failed to afford social pay- 
ments, not subject to a means test, 
adequate for subsistence, The 
authors make much of this, exagger- 
ating the failure without mentioning 
two of its causes. These are the 
attempt to apply the subsistence 
principle immediately to retirement 
pensions, and the existence, in the 
form of food and rent subsidies, of a 
rival system of social “payments” 
which has become a major obstacle 
to expanding the social security 
budget. 


The Times, London, January 17. 


With the “humanized” means 
of to-day, with growing num 
covered by superannuation and 
titled to wages or salaries di 
short-term sickness, it may wel 
entirely reasonable, if the subsi 
are largely to remain, to rely n 
on assistance payments for 
actual abolition of want. 

A nominal charge, remissible 
proof of need, is hardly worth w 
unless it saves the public purs 
good deal more than it costs to 
minister. Yet the scope for p 
payment systems—that is, to 
stitute a partial subsidy of the « 
sumer for a total subsidy, except 
proof of special need—remains |a1 


especially in the health service. ‘| he 
nation is now in no state to in«ist 
on the “free principle” at all costs 
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Shadow of Creeping Inflation 


COUNTRIES of Western Europe 
North America will shortly be 
‘d with the need for action to 
d any large increases in prices. 
as already been argued that 

rise in prices, provided it were 
within narrow limits, would not 
in excessive price to pay in 
r to secure a substantial in- 
se in Output, 


t the order of magnitude of the 
‘increase permitted is of crucial 
tance. For example, a general 
in retail prices of IO per cent. 
t have effects many times more 
is than a rise of 5 per cent. or 

If any further price rises occur 

important that it should not 
people grounds for fearing an 
finite continuation of inflation. 
immediate danger is not that of 
iway inflation, but rather of fall- 
into a continuous state of mild 
On. 


rice rises such as occurred in 
t countries since mid-1950 can 
be tolerated for a short period 
me. If such increases came to 
iccepted as normal, it would be 
difficult to restore the 
ns for price stability. 


COn- 


Day-to-Day Effects Hidden 


he damage caused by “creeping 
ition” may not be dramatic, but 
Money 
serves its purpose in day-to-day 
rs: a price rise of One per cent 
month does not seriously impair 
convenience of money as a 
lium of exchange. But as a way 
iolding savings it becomes most 
ttractive, as do long-term loans, 
assurance policies or savings 
osits. The interest becomes less 


s nonetheless serious. 


From Financial Stability and the 
November 1951 


Fight 


than the annual loss of real value 
through price increases. 


Personal savings, therefore, fall; 
individuals buy durable and other 
consumption goods, not bonds. In- 
vestment becomes largely depen- 
dent on undistributed profits and 
budget surpluses, and there is a 
serious difficulty both in securing an 
adequate total, and in obtaining an 
appropriate distribution. 


Repeated revisions of all prices 
and wage and salary scales create 
further problems. Taxation assess- 
ments have to be kept up-to-date, 
and delays in tax collection have to 
be reduced if real value of revenue 
is to be maintained. Confidence in 
the currency tends to be undermined, 
and speculative capital movements 
aggravate balance-of-payments diff- 


culties. 


\bove all, there are unjust 
changes in the distribution of in- 
come and wealth among the popula- 
tion, particularly affecting those tn 
a weak bargaining position, or those 
living on fixed incomes. The value 
of past savings 1s progressively 
destroved for the latter, while those 
better placed can maintain or en- 
large their share. and are on the 
alert to do so. A general sense of 
social injustice and discontent 


prevails 





THE BETTER PLACED ARE 


HOARDING GOLD 


Private gold hoards in the world 
are estimated at a tofal of $11,200 
million, with $4.100 million in 
France. and $2,000 million in the 
rest of Europe. 


4eainst Inflation, O.E.E.C., Paris, 


(H.M.S.O., 125.) 
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ECONOMIC. DIGEST 
Professor Slichter, of Harvard. has NEW UNITED NATIONS 
said that there is a “limit of toler- PUBLICATIONS 


ance” on currency depreciation of a 
ees ‘ i Ms . | ses t , dD. mogezraph Yearhboo! LYST (ave 








perhaps » or 4 per cent. per year, from H.M. Stationery Office, paper 
beyond which people might be 459. clothbound S8s.). This is the 
panicked into converting Money into (sve ef the Yearbook and conta 
COOKS. 450 PAUSES of statistical tables on | d 
: ; tion and migration for afl counts 
Of all the nations in the world, Lindy itereiGaiGn. isa nitanl h 
Switzerland is the only one in which = emphasis is laid in the present 
money has shrunk less than 40 per = [’e sw)yect of mort he 
. , devoted to recent mortality trend 
cent. in vale simpe 1929-—oely- 12 a. dovelanmens: of Intevavenn DI 
2 5 ante THlé bClO] fl of Nrer] adil 
years ago. The limit of tolerance has she figures. A chapter of expla lI 
been passed everywhere, notes indicates the quality and IS 
\ good many people have dis- Leis seo was J 
covered that they can buy gold, Balance of Payments Trends ap “4 
: : “fe CLES 1}Ys0-S] avaiable frown } f ; rt 
Which pays no interest and, therefore, (ey NG suabuel : 
zs a 7 avOnG 1C¢ ) ) AGIVSIS OF ? 
attracts no tax, hold it for a num- jy governments to a U.N. questior ; 
ber of vears, and sell it eventually at ; 
: * : : < Formulation and Economic Al iS¢ 
a price which will keep purchasing 9 pov csp, Picasa 3 
‘ R , 7¢ CLOPMICII } Cis, ~ ae 
power intact. It 1s said to be pos- (available from H.M. Stationery ¢ nd 
sible to pick up a ‘phone in New. Vol. J, 22s. 6d., Vol Il, 178. 6d.) ne ki 
- ‘ ; . : Poke. ee i eees ff 
York and buy any quantity in five ‘res delivered at the Asian Cen et 
minutes . . : fericultural and {lied =Project al 
; ~— general aspects and special proble: in e 
New York Times, December 16, 1951 development; a most valuable sur ; 
ch 
Standards and Techniques of P ich 
| Administration with SPce al refere i 5 
technical assistance for under-de\ 1 2 f 
PROFIT SHARING COURNRTIFIES. New York Vovembe 5 i ) 
(availahl frori H.M STUNONEL Off U 5 
greatly enhances the value of isticiedl Mies dud toy Diteaesl it 
joint consultation and provides n Under-Developed Countries. SHOUK 
a sure. basis for industrial York, December 1951 (available Ing pl 
leadership. It can be done in A.M. Stationery Office, 35.). rt 
sO many ways that it is well List of Statistical Series collect in 
worth while to see how others International yee egy Thee, Is 
. ~ . . Pape) i \ ie ] w } 
do it. To describe in detail ati ig f Ms Chi 
. ; ACCE} er i 
schemes in practical operation shorte 
: . ° . ¢. pore , }; con sa 
in a wide range of industries, to : ee pr . . re : ; serge ty mie 
; : : . fo ul =U eu oO? i 1 Aar 
make this detailed information . ss 
available to those who need it a pag oF lie asiagie> “ 
, . clopment of I rs and LK ft ¢ f { 
to answer the questions profit: a Oe eee ee | 
; : ; mon Interest. Economic Commissio im 
Sharing raises in their own Europe, Geneva, January 1982. (D a 
businesses, that is the work of ment E/ ECE) 136) O 
the Commodity Reports: Grain No. 2 | | 
INDUSTRIAL CO-PARTNERSHIP Rome, December 1951. 
ASSOCIATION G TT Report on the a ithdraws q 
36, Victoria Street, the U.S. of a Tartfi’ Concession wich > 1 
London, S.W.| Article XIX, Geneva, November 
: ; (2s. 6d.). The story of the tariff Int 
Czechoslovakian felt hats and hat-bo 
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Penalties of India’s 5-Year Plan 


By C. N. VAKIL and P. R. BRAHMANANDA 


as Planning Commission has concentrated on finance; implementation 


heir Plan may lead only to more money chasing no more resources 


DUE EMPHASIS. has been placed 
ill the numerous post-war Indian 


ins On monetary factors as against 


| resources, So long however, as 
flow of goods and services is 1n- 
lic, implementation may lead 
to an issue of more purchasing 
er with no corresponding 1n- 
ise in marketable goods. 
ndia has an excess supply of only 
> factor, labour. She cannot pro- 
enough of what is necessary to 
ain any complete welfare policy. 
expansive monetary policy, 
ch is what these plans come to, 
ich aims at lowering the rate of 
‘rest, must fail to do this, and 
» fail to call out a sufficient vol- 
of private investment. The 
ition would indeed be worse 
id it actually succeed in increas- 
private investment—the lack of 
lus capacity to produce will 
in that increased investment only 
ls to inflation. 
This is the root dilemma of a 
rage economy like that of India 


nancing the Plan 
The Planning Commission hopes 


t India’s total internal resources, 
iming success of the taxation and 
rowing plans of the Central and 
> governments, would amount to 
1,121 crores. The Plan requires 

1.493 crores. The Commis- 

expects to fill the gap of 

372 crores by utilising the 
interpart funds available from the 
».A., Canada and Australia, which 


From © Planning for a Shortage Economy,” Vora & Cce., 


are estimated to total Rs. 82 crores, 
and the remaining Rs. 290 crores by 
either foreign assistance or, failing 
this, deficit financing by the Central 
Government. It is pointed out that 
sterling balances can be withdrawn 
from London between 1951 and 
1956 sufficient to cover this final 
deficit. 

The Commission’s argument. 1s 
only valid if normal trade accounts 
remain balanced: otherwise drawing 
of sterling (or foreign assistance) will 
have to be devoted at least in part to 
the balance of payments. No in- 
ternal deficit financing can make up 
the foreign exchange which would 
then be lacking, and as the Plan 
requires capital equipment and stores 
there can be no substitute for foreign 
exchange. 

In case, therefore, India’s balance 
of trade turns unfavourable, the 
Government must be ready to im- 
pose drastic controls over imports 
and internal consumption in order 
to maintain the external balance in 
equilibrium over the period of the 
Plan. 

Import Control 

The development programme will 
result in the creation of additional 
incomes: and a certain portion of 
these will tend to be spent on 1m- 
ports. To meet this situation the 
policy of strict control on imports 
will have to be continued. But this 
will mean that a correspondingly 
heavy pressure will be transferred 


Publishers Ltd., 


Bombay, January 1952 
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to commodities within the country. 
Measures may then be necessary for 
strict controls over prices and allo- 
cation of the limited stream of goods 
within the country. 

While the programme is_ being 
carricd out, there will be little incre- 
ment to output. And not only will 
incomes increase, but also popula- 
tion—one of the most disastrous 
loopholes that can upset the estim- 
ates of planning is the assumption 
of population as a constant factor. 

The additional demand will mean 
further strengthening of controls 


over domestic gocds. 


No Full Employment Policy 


Phe Commission has rejected the 
of full employment. It 
draws attention to the distinction 
between advanced countries, where 
full employment ts 
account of supplies of capital equip- 
ment, and backward countries, where 
it is not possible through lack of 
land and of equipment. The develop- 
ment plans are made with the aim cf 
creating the conditions of full em- 
ployment at a later stage. The Com- 
mission therefore lays emphasis on 
development for agriculture and 
irrigation, as well as cottage and 
small-scale industry. 


opvjiecth 


possible on 


But this does not absolve the 
Commission from having regard to 
social ends. There are in India 
huge inequalities of wealth: it is 
obvious that governmental measures 
must be incepted which redress these 
inequalities without their action 
leading to a decline in net invest- 
ment. The two ends are not necess- 
arily mutually exclusive—there 1s 
no doubt that the surplus income 
obtained by the rich, particularly in 
the trading classes. is being used 
more for the purposes of display 
or speculation than for investment 
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If the Commission had br 
ened its perspective to includ 
issue such as this, it would 
immediately made provision { 
systematic programme of aust 
embracing all persons, groups 
areas, It is true that the Gov 
ment of India has been pur: 
measures in order to introdu 
certain degree of austerity, but 
success has been limited, part 
inefficient administration and p 
by lack of public response. 
Programme for Austerity 

It is common to point out 
the living standards of the ma 
of the population are already so 
that it would be futile to thin} 
further curtailment. But unles 
think now of certain sacrific. 
order to accelerate the pace of 
elopment, we cannot expect 
development at all later. Sa 
are necessary now: different gt 
will have to make = contribut 

ymmensurate with their capacit 
bear sacrifices. Areas better 
economically must bear proport 
ately larger sacrifices. We ca 
think in terms of self-sufficiens 
regions 

This will mean that the Go 
ment will have to be more stri 
its attitude towards those areas 
ducting surplus food-grains. Qt 
for consumption on farms will | 
to be laid down uniformily for 
whole country: there is no s 


justification for allowing 8 ou 


for certain States and 10 for ot! 

A ceiling on wages will perl 
be necessary, and it fellows th 
ceiling on dividends will, for si 
reasons if for no other. have als 
be imposed. Luxury consump 


will have to be cut. There will h 


to be austerity in housing; art 
and architectural beauty will hav 
be subordinated to function 
utility, 
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Indonesia’s Prosperity Illusory 


\ONESIA IN 1951 has shared 1n the 
eral prosperity of South-East 
a resulting from the big demand 
its products, notably rubber, tin 
copra, among the nations en- 
ed in rearmament and stockpil- 
High world prices have earned 
Indonesia high foreign exchange 
ome and secured a favourable 
lance of payments. 


he prosperity however is con- 
red as illusory; and Government 
ials have expressed concern for 
future in spite of heavy export 
le and the satisfactory budgetary 
ition. For the bulk of the 
vernment revenue is derived from 
ng exports, and the Government 
nnot rely indefinitely on_ this 
ree. Although in some of the ex- 

items production may be said 
have reached pre-war levels, the 
tal volume of production 1s. still 
below the pre-war total. 


On account of the rising costs of 
xluction and the export duty 
ny products are already finding it 
icult to compete in world markets. 
ar, for instance, has completely 
ippeared. Rubber, sisal, and 
lmoil are still going, but world 
ces are no longer sufficient to 
et the costs of producing tea and 
yacco, and the estates growing 
‘se products face critical times 


Rubber output in 1951 appears to 
ve reached an all time high of 
0.000 tons against 641.900 tons, 
duced in 1950. The production 
tin however, remains stationary 
45,000 tons. But if world tensions, 
d with them the pace of rearma- 
nt and stockpiling decline, a 


ump is bound to occur and the 


Government may find itself in an 
unenviable financial plight. 


Government Plans 


The Government, however, has 
projects for development of agri- 
culture, industry and communica- 
tions. The factors that are holding 
up development are hesitancy in 
making decisions, lack of know-how 
in Government ranks, difficulty in 
procuring capital goods, low labour 
productivity and insecurity in wide 
areas that are economically impor- 
tant. Added to these is the distrust 
of foreign aid. Dr. Hjalmar Schacht, 
who came to Indonesia at the invita- 
tion of the Government has, how- 
ever, recommended in his report the 
fullest use of foreign capital. He has 
warned against distrust of foreigners 
and said that both foreign and Indo- 
nesian capital should be treated on 
an equal footing. 


Throughout 1951 Indonesia has 
been in a suspicious state of mind 
towards the West and leaders have 
persistently been antagonistic to the 
acceptance of foreign aid. She has 
remained neutral in the clash be- 
tween the Communist and the anti- 
Communist blocs. She has been par- 
ticularly sensitive to any kind of 
United States influence in the 
country. But economic forces are 
irresistibly at work and the Indo- 
nesian Government is now in a 
mood to accept an E.C.A. aid of 
$16 million. This is all to the good 
For though the outlook at the mo- 
ment is difficult, Indonesia is rich in 
natural resources, which. if de- 
veloped, can solve the problems that 
face the country. 


From Eastern Economist, New Delhi, January 25, 1952 











Cotton in the Colonies 


; — : , 
By OLIveR LyTTeLton, M.P. (Secretary of State for Colonies) 


Colonial cotton production in 
recent years has averaged half a 
million bales (of 400 Ibs.) per 


annum. Uganda leads with 342,000 
bales in 1949-50, Nigeria (62,000), 
Tanganyika (50,000), and Nyasa- 
land (10,000) being next in impor- 
tance, other producers being Kenya, 
the West Indies and Aden. 

It is chiefly a peasant-cultivated 
crop. Measures for development 
vary with climatic and economic 
conditions, and a summary of the 
work of the Colonial Governments 1s 
as follows: 


Uganda: Here the emphasis is on 
increasing yield per acre of existing 
lands by introducing disease-resist- 
ing strains, better cultivation 
methods and seed treatment to ward 
off blackarm disease. It is hoped to 
raise production by 50 per cent. 
soon. 


Tanganyika: Mechanisation — is 
being introduced in_ resettlement 
schemes in Sukumaland, and _ tech- 
nical staff are being sent to other 
areas to improve methods and in- 


House 


of Commons, Le 


) 


ai 


sowing. An 80 


hoped for. 

Here not only impr 
sought, but new areas of 
are being opened up 


crease 
increase 1S 


per 


Nigeria: 
yields are 
cultivation 


gether with improved marketing 
facilities. The target 1s a 300 


cent. increase. 

Nyasaland: Red bollworm 1s ‘th 
chief enemy, and new strains of 
seed with better planting methods 
are being introduced. Irrigation 
must precede the opening up of 
sowing areas; if this 1s feasible, 
doubling of production is expec 


West Indies; Only here is 
Island cotton produced, the market 
for which is limited. Increased out 
put therefore depends on market 
demand. Improved strains are mean- 
while being introduced. 

Gold Coast: This is the only a 
Where cotton growing is regarded 
possible on a large scale among 
those Colonies which at present grow 
none. Development will depend 


the success of the Volta R 
scheme. 
don, January 30, 1952 





Jugoslavia’s New 


SINCE THE beginning of 1951 the 
Jugoslav. Government has intro- 
duced various reforms in the 


organization of the economy which, 
when completed, will mean a pro- 
found change in the’ country’s 
economic system. While the system 
that will ultimately emerge from 


From International Financial News Survey, 
January 11, 1952 


Economic Policy 


these changes will remain social: 
it will not be 
Soviet type of economic organ! 
lion—on a centrally directed ¢ 
nomic plan that determines 
detail the economic activity of 
enterprises. 


based——as_ 1s 


I.M.F., Washington, 











JUGOSLAVIA’S NEW 


ic administrative functions of 
Government are to be decen- 
ed. Industrial and commercial 
prises, which will continue to 
wwned by the state or by co- 
itives, will have a_ large 
sure of autonomy, with freedom, 
iin wide limits set by general 
‘rmmental regulations, to make 
Own business decisions, inclu- 
decisions on exports and im- 
is. All agricultural enterprises, 
ther state, co-operative, or 
ately owned, will also regulate 
production and sales by 
rence to market prices. The 
ernment has also” undertaken 
isures to simplify the price struc- 
eliminating artificially low 
trolled prices and unifying prices 
the upper free market level 
ey wages are to be adjusted to 
new price level. 


ne important instrument for 


uring the proper functioning of 


ECONOMIC POLICY 13] 


rate that would link the Jugoslay 
price-cost structure with that of 
other countries. Under the earlier 
system, the exchange rate had al- 
most no relevance for foreign eco- 
nomic transactions, and the unifica- 
tion of the price structure at the 
upper level made the old rate of 140 
dinars to the £ unsuitable for a 
relevant exchange rate 


The new rate of 840 to the £ 
should be able to move all impor- 
tant Jugoslav exports, and it may 
be particularly attractive for agri- 
cultural exports. It should also 
exercise a considerable restraint on 
imports. It is probable, however, 
that the low monetary reserves and 
the large military and investment 
expenditures of Jugoslavia_ will 
compel the Government to retain 
import controls for some time. The 
new exchange rate will be favour- 
able for both tourists and others 





new economic system is an making payment in __ foreign 
ropriate and relevant exchange currencies 
HOW GOVERNMENTS COLLECT THEIR INCOME 
United Kinedo ” United Stat 
Of each £ of revenue Of each S of revenue 
Direct taxes lis. 2d 56 Direct taxes 68 cents 
Excise taxes Ss. 8d 29 Excise taxes 1] cents 
ustoms Rd 3 Customs 4 cents 
Purchase Tax Is. 6d 7 Other, incl. Loans 17 cents 
Non-tax revenuc Is. Od 5 
Vote The two tables are not completely comparable, since the States 


of the U.S, collect certain revenue which is collected by the central 


authority in the U-K. The 


duties. 


The U.S. will spend in 195 
the U.K. spent 7s. in every £ 
National debt interest is running at 
U.K. 2s. 6d. in the £. 


2-53 
( 


U.S. Embassy Bulletin, January 1982. 


U.K. Direct Taxes include motor 


60 cents in every dollar on defence, 
35 per cent.) in the fiscal year 1951-52 


about 7 cents in the dollar, and in 
. 


and H.M. Treasury, London, 1951 








CRITICISM OF THE Bonn Govern- 
ment’s “experiment in a_ free 
market economy” is growing, des- 
pite the fact that in 34 years real 
incomes have nearly doubled, and 
real wages are back to pre-war 
levels. 

If we take the raising of the social 
product as being the chief end of 
economic policy, then there can be 
no doubt that the Bonn policy has 
been successful. But others are 
asking whether the — sociological 
aspect must not also be taken into 
account. It certainly cannot be 
denied that the difference between 
the rich and the poor widens daily. 
But quite apart from the fact that 
the richer classes are still extremely 
small and to some extent the un- 
avoidable result of brutal * reclassi- 
fication” by events before the 
currency reform of 1948, it is 
evident that a new kind of wealth is 
being created out of real economic 
productivity. The poor are never 
found, by the way, where the factory 
chimneys are smoking once more. 

But because the Unions intend to 
accompany each true or pretendec 
rise in productivity with new wage 
demands, no more of the social 
product will go to the poorest of the 
poor, namely the old and infirm. 
These, with professional and office 
workers, are getting further than 
ever from that participation in the 
social product to which their eco- 
nomic, political and social impor- 
tance should entitle them. 

Let it also not be forgotten that 
the German “free market economy” 
must not be confused with pure 
laisser-faire. Government interven- 
tion there is and it does not raise 
much resistance. because in many 
sectors of the economy a release 


W. Germany’s “Free Market’? Econom 


from controls did not succeed at 


Figures Point to Success 

In the light of figures, the 
market policy has been a surpri 
success. The social product has r 
by 172 per cent. in 34 years, t 
figure one-third bigger than that 
1938. Exports have risen from 
200 million per month to DMI, 
million. Real wages are 8 per ¢ 
higher than in 1938. Employme: 
up to 14,900,000—1,400,000_ n 
than in 1938. The balance of {| 
ments is practically  equali 
Thanks to the credit policy of 
Bank deutscher Laender, the { 
chasing power of the new curre 
has been kept relatively stable. 

The social services budget 
been rising by about 30 per c 
per annum. In 1951, DMI17,.> 
million (£1,400 million), more tha: 
fifth of the national income, 
spent on social services, using 
per cent. of the whole state inc 
from taxes and contributions. 

From these figures, it would app 
that the growing criticism of 
Adenauer government has not a 
to stand on. But the reality of 
economics has many complex face! 
from another point of view, ot! 
facts come into the foreground wh 
must not be underestimated. I: 
study entitled “Six Years of R 
parations Policy’ (Committee | 
Economic Research, Bremen, S 
tember 1951) the claim is made tt 
the standard of living, which 
determined not only from the s! 
of production but also from | 
relative “use-value ” of goods, st 
lies below that of pre-war. This 
because the back-log of deman 
particularly in) housing, furnitu 
and clothing is partly unsatistied 


From Neue Zuericher Zeitung, January 1, 1982 
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New Books Reviewed. 





Lobjet de | Economie Politique, 
Riviere 
his book, written in the crystal-clear 
style which is French scientific writing at 
its best. surveys the many definitions that 
have been offered by economists as to 
What exactly constitutes the subject- 
matter and purpose of economics 
It might be objected that no delimita 
tion of the subject can have the slightest 
importance in the hag-ridden = circum 
stances of modern life—-that the dividing 
line between sociology and economics, oF 
even between physics and economics, Is 
an ivory-tower conception that butters 
no parsnips and closes no dollar gaps. 
This objection would be invalid. No 
return to first principles can be other than 
salutary, and Professor Guitton’s essay 
contains many restatements which should 
be brought once again to the attention 
of those who, their textbooks far behind 
them, have given themselves to the 
pursuit of what they ure pleased to call 
“ practical policy. 


The Decline and Fall of British Capitalism, by Keith Hutchinson 


by Professor Henri Guitton (Dijon), Librairie M 
Cmte, 


Paris, 450 frs. 

There ts the error of assuming th 
technological problem is the same 
economic problem: there is the err 
Viewing an economy as «a mecha! 
there is the error of viewing an eco! 
us an organism; and, most prevaler 
all, that of viewing it as a patient 
author suggests a new line of app 
he condemns neither the dedu 
“model” nor the inductive stati 
picture. but he does suggest that a t 
ground of enquiry might be mad 
the difference between the tw 
residue that is left when what-is ts 
away from what-would-be-ideally 

In passing the author culls many 
grams from economic writers. We 
best that of Marchal, who said in | 
* The public believes in the enginee: 
believes a little less in the doctors 
hardly believes at all, particular 
France, in the economist.” 


Jonathan ¢ 


London, 21s. 


This fascinating book has many merits. 
It completely succeeds in the extremely 
difficult task of writing contemporary 
history and keeping a true perspective; 
and it is written in a style that has all 
the engrossing qualities of high-class 
fiction. The author has convictions, as 


his tithe implies, and any reader who 
marches by his side from the 1880's to 
the present day will have to have 


resistance if in the 
end he does not share them. One gathers 
that his political and economic convic 
tions are liberal. so that if he sees the 
onward sweep of the Labour movement 
as having the qualities of an avalanche. 
that is his judgment of history and not 
the outcome of his prejudice. For 
instance: ‘British capitalism was per- 
mitted to become increasingly dependent 
on monopoly, a soothing drug but one 
that is habit forming and debilitating. In 
those years before World War I, in that 
glorious “normalcy”, private enterprise 
which to the outward eye was never 
more flourishing, was actually in many 
cases ceasing to be enterprise and there 
depriving itself of its economic raison 
d'etre. All unwittingly, company direc- 
tors in their boardrooms, seeking hot- 


unusual powers of 


house shelter from the cold winds 
competition, were preparing a favour 
seed-bed for  sochalism’ In oan 
chapter devoted to the vears 1910 
which in many minds have become 
great davs in the distance enchanted 
sums up the period as ‘The Era ot 
Feeling. He holds that ‘in meeting 
defeating the challenge of the Hous 
Lords the Liberal Party once 
cleared the constitutional channels 
progress; and with this service it 
pleted its historic mission . . | 


was no longer scope for a party w 
had been both the herald of emanc 
tion and the nurse of capitalism’. M 


interesting incidental facts 
ure certainly not well 
instance that Lloyd George 
1910 to make a coalition with Conse 
tives This statement. as indeed e 
other made by the author, is prop 
documented. His basic documents 
political and 
admirably chosen. 

It will be at least another 


emerge 
known, as 


genera 


before any historian can write a bet 
history than this of its period, and 


will never be written more readably 


offered 


economic, are nd 
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NEW BOOKS 


Job Evaluation, a Practical Guide, 
London, 


is is a Clear and straightforward des 
on of how to incept and reduce to 
a system of job evaluation within 
rm Phe fundamentals are | 
ination of the job in action; 2. Pre 
tion of a description of the work, 
the requirements from the worker; 
omparison of the job with othe 
is of work: 4. Arrangement of the job 
scale of vaiue; 5. Tying this scale to 
mnetary scale. The warning is given 
Job Evaluation “can take no account 
nporary fluctations tn the market 
f Occupations where the price for 


The British Banking Mechanism, by 


London, 


We can never have too many books 
banking, and we predict that this 
k will become a standard book for 
jents. It is quite short for its kind 

ges-——but includes many facets of 
subject that are often missed by text 
k writers with their eyes glued to the 
iirements of protesstonal institutions 
university examinations. “Window 
ssing”’. deficit: financing and a clear 


Productivity and Trade Unions, by ! 


Dr. Zweig is an economist turned social 
stigator and in his new capacity be- 
es critical of “just ordinary” econo 
ts. “The economist.” he says, “‘is 
ested in the general and the abstract. 
social and industrial student im_ the 
ific and concrete.” But let us submit 
own findings to this test. What. for 
tance, is a “restrictive practice’? The 
hor has eventually to exclude from his 

inition those practices which = are 
reed to” by both employers and 
ide Unions. So this is the result of 
oming a social student, that he deals 
the specific, the concrete--and the 

rrow. To go to the employer for a 

finition of restrictive practices is to 

lurt as many difficulties as to go to the 
ide Unions; in many ways, ther 


cts, Files and Action, Part One 
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British Institute of Management 

7s. 6a 

labour is subject to the law of supply 
and demand”. Where market price and 
evaluation price are different. this must 
be a sign of temporary scarcity of par 
ticular skills. and job evaluation is then 
only a device for estimating scarcity 
value. Again, evaluation does not carry 
any machinery for determining “the 
absolute value of human Jabour”, so that 
the lowest wage in the scale must always 
be somewhat arbitrary Bearing these 
weaknesses in mind, this book points the 
way to a workable system, if it is based 


On Wage-agreements already existing 


W. Manning Dacev, Hutchinson's 


8s. 6d. 

picture of the floating debt market are 
examples This is to be expected, of 
course, since the writer is Economic Ad 
viser to Lloyd's Bank At a tume when 
the banking and discount markets are 
suffering a great amount of sniping from 
the poliical earthworks. a cool. calm 
reconsideration of what banking is there 


for must be greeted with relief. 
Zwe 12 Basil Blackwell, Oxf ra, 2Is 


interests are identical. Does not the 
poor economists definition “Any practice 
which restricts production” hold rather 
more social, as well .as economic, water? 

The book is over-long, in that the 
author’s chatty style obscures what he ts 
vetting at: but the patient reader will 
tind in tt a fair description of Trade 
Union operations and atmosphere. But 
even here he narrows his field he 
categorically excludes any consideration 
of unofficial strikes. 

Apart from the general thesis there are 
five studies of industries. made from 
material collected over 1948 and 1949 
and written up in a manner reminiscent 
of the Mass Observation — studies: 
Building and Civil Engineering: Cotton 
Iron and Steel; Printing: Engineering. 


Sources and Backgrounds of Facts, by J. Edwin 


Holmstrom, Ph.D., Chapman and Hall, London, 36s 


This is the first volume of a trilogy 
hose object is to furnish the business 
an with a system whereby he can find 
cts, file them and act on them. The 


uthor has undertaken a formidable task. 
nd in this source-book has acquitted 


imself well. His range may be gauged 


by the comprehensive chapter headings 
and index. covering as they do the whole 
range of economics, technology, art and 
politics. Each chapter begins with a4 
concise definition of the subject, with 
references drawn from selected authort- 
ties. and ends with descriptive notes on 
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the main works of reference in the field so this book will be welcomed as 
This book closes with a detailed biblio- ing the ground. Its reliability wou 
graphy less Open to doubt were the auth 
This work, however, must be used with have concentrated more on those sou 
are The author has attempted too of a standard nature and eschewed 


nuch, and in a book designed to be a tive writings (¢.g., newspaper and n 
permanent reference-book has included a zine articles). Viewed entire, his 


number of works whose value is doubt gives more indication of the exter 
ful in view of more recent publications recorded knowledge than of its ai 
The same remark may be made of the — bility The author’s technological 
statistics. The section on Company Law is evident and must be allowed fi 
is out of date, and that on economics hus his” definitions in) economics, for 
some glaring Omissions. stance, he plumps for the Colin Clark 
A book on “Facts and Where to Find econometric view which regards 
Them” is what research organisations suspicion any statement not backe 
have been seeking for a long-time, and — arithmetically consistent statistics 


Also Worth Reading 


Public and Private Financing of Industrial Enterprise, by C. H. SHarp, Econ 





Journal, London, December 1951. A consideration of the cost of raising cap 
figures ure given to prove that public financing is cheaper by about half. 
this ts at the risk of transferring risk-taking to the general tax-paye! 


Sweden is the United Kingdom’s best customer in Europe, Board of Trade Jo 
London, January 19, 1952. 


| + } + , ' ’ 7 / tw) } , 
ltaly’s I: ide with the Ste ling Area, By ard of Tra l¢ Journal, London, Januar 


1952. 

Social Assets of Older Industrial Areas, The Times Review of Industry, Lon 
January 1952. The cost of not shepherding industries into the Depressed A 
is the loss of the use of already existing social capital—hospitais. sch 
sewerage systems, etc There is the corresponding cost of building new 


capital in the New Towns 

Lancashire Leadmines. a Stuart Crown Enterprise, Manchester Guardian, Jan 
18, 1952. History of the Thievely Lead Mines, discovered 1627, on ( 
Lands, and theretore trom the first a “nationalised” industry. The difficulties 


victissitudes (rarticulurly in the field of labour) will be of interest to 
economic historian 

Nationalisation——Dead or Dormant Eastern Economist, New Delhi, January 
1952 A list of failures in Indian nationalisation, with a call for enqu 


in order that ideological faith in nationalisation may be punctured. 

The Indian Coal Board, Eastern Economist, New Delhi, January 18. 1952. 
problems confronting the new Coal Board in the field of conservation 
supplies. 

Home Ownership, Planning No. 337, P.E.P., London, January 7 and The Future 


tite 





Leasehold, Planning No, 338, P.E.P., London, January 28, 1952. Facts 
figures about housing in its owner-occupying aspect. “When houses w 
costing £400 each. £20 down and 12s. a week would buy them. Today. 
same house costs £1,500; £75 down and £2 a week for 20 years are necessa 
Phe proportion of families who wish to own and are able to buy their « 
homes is about one-third of the total. The danger is that they will not h 
resources for upkeep.” It is over the question of upkeep that leasel 


tenure holds the greatest dangers 
The Monopolies Commission at Work, by S. R. DENNISON, Manchester Guar 
Review of Industry, 1952. Criticism that the Commission has no set of crit 


i 


by which monopoly may be judged. The Reports are therefore merely d 
criptive, and not normative. What, in fact, is “abuse” when restrictive pr 


tices are allowed? 
The Threat of Japanese Competition, by R. ORMANDY, Manchester Guardian Re 


of Industry, 1952. A temperate view of a hot-under-the-collar subject. Breakin 
up of the Zaibatsu concerns, for instance, means more internal competitic 


raw material shortages and a reduced domestic market are other brakes 


Japanese expansion; nevertheless, the low-cost system will make for formidal 
I \ e for formida 


competition with U.K. 


) 
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The Economic Research Council was created in 1943, and is 
recognised by the Treasury as a non-protiimaking research and 


education organisation in the field of Economics and Monetary 
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